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STATEMENT BY HON. BRENT SPENCE 


At the request of several members of the committee, I instructed 
the staff to prepare this print to assist members during the considera- 
tion of the Financial Institutions Act. I hope the print will be 
helpful in focusing attention on what the bill does. 

It is true, of course, that a wide range of matters of the highest 
importance are covered by the provisions of law which are included, 
with only formal changes, in the bill. These would be reenacted as 
part of the work of rearrangement and modernization that is one of 
the principal purposes of the proposed act. 

In addition to reenacting these laws with only formal changes, the 
bill would make some changes in the substance of the financial insti- 
tutions’ laws. In my judgment, a few of these changes are of first- 
line importance; some of the changes should not be approved; the 
bulk of them are relatively minor but taken together, should result 
in a considerable improvement in the operation of our financial insti- 
tutions. I hope this print will help the members in evaluating these 
proposals. 

In this print each of these changes is discussed, in the order in 
which it appears in the bill. In each case, the effect of the proposed 
change is briefly stated, with a reference to the page of the bill where 
it appears. Then information is given as to where the proposal 
originated, and what arguments were advanced for it by the origi- 
nator. You will notice that while this has been referred to at times 
as a “bankers’ bill,’ apparently under the impression that it was 
written by the bankers on the Senate advisory committee, by far 
the greater part of the changes the bill makes were proposed by the 
supervisory agencies in response to the Senate Banking and Currency 
Committee’s request for their recommendations as to new authority 
needed to meet present-day requirements. Most of the remainder 
originated with the Senate Banking and Currency Committee, partly 
as a result of its 1956 investigation of the Illinois banking situation. 

Finally, a brief digest is given of the testimony concerning each of 
these proposals before our committee. Because many of them are 
noncontroversial and relatively minor, they are not commented on 
during our hearings, but were covered by a general endorsement. 
Thus, the Federal Reserve Board testified that “With the few excep- 
tions that have been indicated, the Board approves the provisions of 
the bill insofar as they affect the Federal Reserve System” (hearings, 
p. 27). Similar statements were made by the Federal Deposit Insur- 
ance Corporation (hearings, p. 705); the Federal Home Loan Bank 
Board (hearings, p. 874); the Bureau of Federal Credit Unions (hear- 
ings, p. 963) ; the chairman of the Senate advisory committee (hearings, 
p. 987); the American Bankers Association (hearings, p. 1046); the 
National Association of Supervisors of State Banks (hearings, p. 
1052); and the Independent Bankers Association (hearings, p. 1171). 
In this print, blanket endorsements of this type are not covered in the 
discussion of each change. 

In response to several suggestions, I also requested the Legislative 
Reference Service of the Library of Congress to prepare an index of 
the proposed act. This index appears at “the end of this print. 
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TITLE I. NATIONAL BANK ACT 
1. Deputy comptrollers 
Errect oF CHANGE IN Law 


Section 5 (p. 8) authorizes appointment of two new Deputy Comp- 
trollers of the Currency. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Comptroller of the Currency (recommendation 2, 
October 1, 1956). The reasons given by the Comptroller for the 
proposed change are as follows: 


The volume of work in the Comptroller’s Office has greatly 
increased over the past several years, creating a need for 
additional Deputy Comptrollers. There has been a sizable 
increase in the number of branch applications, in the number 
of proposed mergers and consolidations which must be ap- 
proved by the Comptroller, in capital increase programs 
on the part of the banks, ete. In addition, the pressure of 
the fierce competition which exists in banking today has 
caused banks to search for new methods of doing business 
and new ways of serving their customers to better advantage. 
All of these matters require the careful attention of a Deputy 
Comptroller of the Currency, and the burden placed on the 
present deputies is too great to be continued indefinitely. 
At the present time two additional Deputy Comptrollers 
are needed and would permit a greater amount of time and 
effort to be spent on important problems of banking super- 
vision than is now possible. Since the Comptroller’s staff 
is paid out of assessments on national banks, additional 
Government appropriations or expenditures would not be 
necessary. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the Advisory Committee 


and included in S. 1451 as reported by the Senate Banking and 
Currency Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the Comp- 
troller of the Currency (hearings, pp. 150-151). See also the Comp- 
troller’s remarks in response to questions by Congressman Talle 
(hearings, p. 173) and Congressman Brown (hearings, p. 176). 
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2. Conflicts of interest 
Errect oF CHANGE IN LAW 


Section 8 (p. 9) prohibits the Comptroller and Deputy Comptrollers 
from owning stock or holding a position in any national bank. It 
also prohibits employees of the Comptroller’s Office from accepting 
employment in any national bank within 2 years after leaving the 
Office, except with the Comptroller’s approval. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


The provisions relating to employees of the Comptroller’s Office grew 
out of the Senate Banking and Currency Committee’s investigation of 
the Illinois banking situation in 1956. This investigation revealed 
certain situations in which FDIC personnel may have been subject 
to conflicts between their official duties and offers of employment in 
banks. The Federal Deposit Insurance Corporation proposed an 
amendment covering this situation (Recommendation 115B, Novem- 
ber 9, 1956) and the Advisory Committee approved it. The Senate 
Banking and Currency Committee included in S. 1451 as reported 
stronger and broader provisions covering all the Federal bank super- 
visory agencies, as well as the Federal Home Loan Bank Board, the 
Federal Savings and Loan Insurance Corporation, and the Bureau of 
Federal Credit Unions. The Senate committee report includes the 
following comment on this provision: 


The committee believes that this provision and similar provi- 
sions in this bill covering employees [of the other agencies] 
adequately protect the public interest. These provisions 
should also prove beneficial to the agencies and their em- 
ployees in removing any suspicion of misconduct in connec- 
tion with their subsequent employment in supervised 
institutions. 


The provision relating to the Comptroller and Deputy Comptrollers 
is based on an existing provision (Revised Statutes, sec. 329) which 
prohibits these officers from having an interest in any bank issuing 
national currency. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


All of the five Federal agencies concerned testified they had no 
objection to the conflict-of-interest provisions. (Hearings, pp. 22, 
151, 712, 939, and 962). The United States Savings and Loan League 
recommended an amendment to bar unintended retroactive applica- 
tion (hearings, p. 1236). 

See also the exchange between Congressman Multer, the Comptroller 
and Deputy Comptroller Jennings (hearings, p. 249), and the Comp- 
troller’s letter in response (hearings, p. 363); and Congressman Pat- 
man’s interrogation of the Federal Home Loan Bank Board (hearings, 
p. 938). 
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3. Capital stock 
Errect oF CHANGE IN Law 


Section 14 (a) (p. 10) requires that 100 percent of capital stock be 
paid in before a new national bank may start business; existing statute 


requires 50 percent, but the practice since 1935 has been to require 
100 percent. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 

Committee by the Comptroller of the Currency (Recommendation 

October 1, 1956). The reasons given by the comptroller for the 
proposed change are as follows: 


It is no longer deemed necessary that the statutes permit a 
national bank to open for business when only 50 percent of 
the capital stock has been paid in. It has been the practice 
of the Comptroller of the Currency since at least 1935 to 
require that 100 percent of the capital stock of a newly 
organized national bank must be paid in cash before it shall 
be authorized to commence business. 

3efore a national bank is permitted to open for business 
100 percent of the capital stock should be paid in cash in 
order to provide a sound capital structure. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the Advisory Committee 
and included in S. 1451 as reported by the Senate Banking and 
Currency Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the Comp- 
troller of the Currency (hearing, p. 152). 





4. Preferred stock 
Errect oF CHANGE IN LAW 


Section 20 (p. 14) authorizes national banks to issue preferred stock 
if authorized by the articles of association, approved by shareholders 
owning two-thirds of the common stock, and approved by the Comp- 
troller after he has determined the issue is “the most practicabie 
method of obtaining desired and needed additional capital.”” Under 
present law, a national bank may issue preferred stock only in an 
emergency. 


| 
| 
| 
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ORIGIN OF PROPOSED CHANGE AND REASONS 


The Senate advisory committee recommended to the Senate Bank- 
ing and Currency Committee that ‘consideration be given to the 
enactment of laws which would authorize the issuance of preferred 
stock or debt obligations by national banks for the purpose of acquir- 
ing additional capital” (recommendation 45D, December 17, 1956). 
The reasons given by the advisory committee were as follows: 


Under present law a national bank may issue preferred 
stock under section 301 of the Emergency Banking Act of 
1933 (12 U.S. C. 51a), but as this and related provisions are 
presently worded the use thereof at least suggests that the 
issuance is by way of an emergency. Further, under present 
law a national bank cannot issue debt obligations as & Means 
of acquiring additional capital. (In order ‘that there may be 
no misunderstanding, the committee uses the term ‘debt 
obligations” here meaning obligations for money which are 
subordinate to the claims of not only the depositors but also 
of all creditors of the national bank.) 

The restrictions of present law on the acquisition of addi- 
tional capital by banks are not, in our judgment, reasonable. 
There are times, such as at present, when banks should have 
access to additional capital without total reliance on common 
capital. In some circumstances, preferred stock or deben- 
ture issues would offer a better and more feasible means of 
acquiring additional capital. Expansion of capital by this 
means is also advantageous for the reason that capital rep- 
resented by such securities can be contracted by redemption 
or payment at any time that the additional capital repre- 
sented by such securities is not needed in the business. The 
use of such securities, therefore, provides a flexible means of 
adjusting the capital requirements of banks to the needs of 
the times. 


ACTION BY SENATE BANKING AND CURRENCY COMMITTEE 


The Senate committee adopted the advisory committee’s recom- 
mendation as to preferred stock, but not as to debt obligations. 
Section 20 as it now stands was in S. 1451 as reported to the Senate. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


In his formal statement before the committee, the Comptroller 
stated he favored section 20 as now written, and that he interpreted 
the provision as requiring his approval for issuance of preferred stock 
only “in urgent or unusual situations or under emergency conditions” 
(hearings, p. 152). In response to questioning by Congressman 
Anderson, the Comptroller later wrote that this result could best be 
achieved by amending the provision to require a finding that issuance 
of preferred stock is “the only practicable method,” rather than ‘‘the 
most practicable method” of obtaining capital ( (hearing gs, p. 365). See 
also the exchange between Congressman Brown and the ( ‘omptroller 
(hearings, p. 176), Congresswoman Griffiths and the Comptroller 
(hearings, p. 185), and Congressman Talle and the Comptroller (hear- 
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ings, p. 203), and the table of common stock sold by national banks, 
supplied at Congressman Vanik’s request (hearings, p. 223). 

The chairman of the Senate advisory committee renewed the request 
for authority to issue debt obligations as well as preferred stock 
(hearings, p. 984). Similar views were expressed by the American 
Bankers Association (hearings, pp. 1048 and 1135) and the United 
States Chamber of Commerce (hearings, p. 1206). 

Opposition to any change in the law relating to issuance of preferred 
stock was expressed by Mr. Maurice S. Brody (hearings, p. 1351). 
Testimony generally supporting authority to issue preferred stock 
was given by Mr. Lewis D. Gilbert (hearings, p. 1379). 


5. Dividends 
Errect oF CHANGE IN Law 


Section 21 (p. 15) permits national banks to pay dividends quarterly 
or annually, as well as semiannually. It forbids payment, without 
the Comptroller’s approval, of dividends in any year which exceed 
that year’s net profits, plus retained net profits from previous 2 years, 
minus required transfers to surplus or stock-retirement fund 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change in a modified form was recommended to the Senate 
Janking and Currency Committee by the Comptroller of the Cur- 
rency (recommendation 13, October 1, 1956). The reasons given 
by the Comptroller for the proposed change are as follows: 


There have been cases where national banks have paid 
dividends in excess of net profits after taxes for the previous 
6 months’ period to shareholders even though such payment 
resulted in the dissipation of needed capital funds. 

A recent instance occurred in which the controlling block 
of the capital stock of a strongly capitalized and well- 
managed national bank was sold to another shareholder. 
The new majority shareholder negotiated a deal whereby 
the quarters of the bank were sold for a large sum in excess 
of the book value, the profit of over $400,000 was credited 
to the undivided profits of the bank, and the bank entered 
into a long-term lease at unduly heavy rental expense for 
its occupancy of the banking hoyse it formerly owned. It 
seems possible, if not likely, that the exorbitant terms of 
the lease rather than the real value of the property may have 
been the principal factor in the negotiation of the selling 
price of the banking house. 

Under the new majority share ownership, the directors of 
the bank declared over $1 million in dividends which ex- 
ceeded by $480,000 the profit on the sale of the banking house 
as well as net profits from operations for the year. Thereto- 
fore, the annual dividend to shareholders amounted to 
$30,000 and today no dividend is being paid. Although 
this depletion of the capital funds of the bank did not violate 
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the above-quoted statutes, its effect was the creation of an 
under-capitalized position, particularly so in the light of the 
policies of the new management which engaged in self- serv- 
ing lending activities of an unsafe and unsound nature. The 
Comptroller of the Currency warned the entire board of 
directors of the bank under title 12, United States Code, 
section 77 (Banking Act of 1933, sec. 30) which is a prelimi- 
nary step toward their removal from office. However, the 
majority share ownership of the bank changed hands again 
and resulted in the election of another new board of directors. 
This bank still remains in an undercapitalized condition. 
Although the present management, which is the third 
within 2 years since the initial sale of control in 1954, has 
been advised of the need for additional capital funds, the 
matter must be delayed until the settlement of litigation 
between former and present principal shareholders arising 
out of charges of fraud and misrepresentation in the sale of 
the shares and the banking house. 

It is deemed necessary to ask for the reasonable legal re- 
quirement that the Comptroller approve the payment of 
cash dividends exceeding the bank’s net profits after taxes 
for the previous 6 months to prevent such situations from 
arising. 

With respect to the recommendation concerning the fre- 
quency of declaration of dividends, many banks find it de- 
sirable to declare dividends at intervals more frequently than 
semiannually as now specifically provided in the law. To 
answer many inquiries concerning this subject the Comp- 
troller of the Currency has incorporated the following ruling 
in the Digest of Opinions of the Office of the Comptroller of 
the Currency Relating to Operations and Powers of National 
Banks: 


“6310A. Declaration and payment of dividends more fre- 
quently than semiannually 

“Under R. S. 5199 and 5204 (12 U.S. C. 60 and 56), the 
directors of a national bank are ieaiadly ‘enapow ered to de- 
clare dividends semiannually out of the bank’s ‘net profits.’ 
However, until the bank’s surplus equals its common capital, 
the bank must first carry ‘not less than one-tenth part of its 
net profits of the preceding half year to its surplus fund.’ 
(The ‘preceding half year’ refers to the six-months’ period 
ending June 30 or December 31, as the case may be.) Such 
dividends m: iy be made payable more often than semian- 
nually, such as quarterly. 

“The reference in R. S. 5199 to semiannual declaration of 
dividends is related to the requirement in the same sentence 
that, before declaration of a dividend, the bank shall carry 
not less than one-tenth part of its net profits to surplus until 
the same shall equal the amount of its common capital. 
There is no objection on the part of this office to more fre- 
quent declarations of dividends (for example, quarterly) sO 
long as the bank’s surplus fund is at least equal to its capital.” 
This ruling is based upon the opinion that the law is in- 
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tended to be restrictive only as long as the surplus of the 
bank remains less than the amount of its capital. After the 
legally required capital and surplus relationship is estab- 
lished and no further transfers of portions of net profits to 
surplus must be made, there seems to be no reason for re- 
stricting the declaration of dividends to a semiannual basis 
if there is no conflict with other provisions of law. A clarifi- 
cation of the statute to deal with what appears to be all-in- 
clusive restrictive language would be helpful. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND 
CURRENCY COMMITTEE 


The original recommendation would have required the Comp- 
troller’s approval of dividends in any year which exceeded that year’s 
net profits, plus net profits from the preceding year less required trans- 
fers to surplus or stock retirement funds. The advisory committee 
disapproved the recommendation as too restrictive on the vast ma- 
jority of soundly manage ‘d banks. It approved the objective of pre- 
venting the dissipation of capital funds by unwise dividend payments 
and suggested the provision would be workable if in place of only con- 
sidering net profits from the preceding year, consideration include 
retained net profits for the preceding 2 years. ‘The recommendation 
so modified was included in 8. 1451 as reported by the Senate Bank- 
ing and Currency Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the Comp- 
troller of the Currency (hearings, p. 153). 


6. Sharekculders’ list 
KFrFECT OF CHANGE IN LAW 


National banks must now maintain lists of all shareholders, and 
permit shareholders and creditors to see the lists. Section 22 (p. 16) 
repeals the creditor’s right to see the list, and adds a requirement 
that the bank must notify the Comptroller of any single transaction 


involving the transfer of 10 percent or more of the outstanding shares 
of the bank. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change, without the 10 percent reporting requirement and with 
a requirement there be a showing of proper interest, was recommended 
to the Senate Banking and Currency Committee by the Comptroller 
of the Currency (recommendation 17, October 1, 1956). The reasons 
given by the Comptroller for the proposed change are as follows: 

(1) Double liability of shareholders in national banks has 
now been eliminated. With the elimination of the double 
liability there is no longer any reason to permit the creditors 
of the bank to view the shareholders lists. The purpose of 
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that requirement was so that the creditors would know who 
were the shareholders against whom double liability might be 
enforced in the event of the insolvency of the bank. 

(2) There appears to be no reason why shareholders of na- 
tional banks should have any greater right of access to share- 
holders lists than the shareholders of corporations generally. 
That right is generally limited to the right to inspect the 
shareholders list upon the showing of a proper purpose not 
inimical to the interests of the corporation. The present re- 
quirement related back originally to the double liability 
provisions of law, and there is no longer any need for the 
provision to be any broader than in the case of corporations 
generally. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The part of the recommendation deleting the right of creditors to a 
stockholder list and requiring that for stockholder inspection of the 
list that there be a showing of proper purpose not inimical to the 
interests of the bank was a pproved by the advisory committee. S. 1451 
as reported by the Senate Banking and Currency Committee did not 
include the requirement for a showing of proper purpose but added 
the 10 percent reporting requirement. The 10 percent reporting pro- 
vision grew out of the committee’s investigation of the Illinois bank- 
ing situation in 1956, and is designed to keep the Comptroller currently 
informed of sizable transactions in the stock of a national bank. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Comptroller of the Currency renewed his recommendation for 
an amendment requiring a stockholder who wishes to see the list to 
show a proper purpose not inimical to the interest of the bank. The 
chairman of the Senate advisory committee (hearings, p. 980) and 
the American Bankers Association (hearings, p. 1050) also requested 
such an amendment. Mr. Lewis D. Gilbert supported the provision 
as it now stands, saying that any aes of such a showing by 
a stockbolder would be ‘outrageous’ (hearings, p. 1383). 





7. Disclosure of beneficial interests in national bank stock 
Errect oF CHANGE IN LAW 


Section 23 (p. 17) applies where someone other than the record 
owner has a beneficial interest in stock of a national bank, and the 
stock involved is more than 5 percent of the bank’s total outstanding 
stock. It requires the record owner, in such a case, to notify the 
Comptroller of the name of the beneficial owner. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This amendment grew out of the Senate Banking and Currency 
Committee’s investigation of the Illinois banking situation in 1956. 
The committee included in S. 1451 as reported a provision requiring 
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each record owner of stock in a national, member, or nonmember 
insured bank to disclose to the bank the name of any person having a 
beneficial interest in such stock. The committee report gave the 
following reasons for this requirement: 


It has long been considered in the public interest to subject 
banks to governmental supervision. It is equally in the 
public interest for a bank’s officials and shareholders and the 
supervisory authorities to know who owns the controlling 
interest in the bank. At the present time, stock is often 
listed on a bank’s stock transfer books in the name of a 
nominee, stock broker or trustee. The committee found 
several cases during its investigation of the Illinois banking 
situation last year where the actual owners of bank stock 
were unknown. If such information had been available, the 
bank officials and supervisory personnel involved would have 
taken a different course of action. It is important to all 
concerned that true owners of bank stock be known so that 
prec autions can be taken to protect against possible abuses. 
The burden of compliance with these provisions rests with 
the record owner. In most cases the record owner is the 
actual owner of the stock and in such cases no further action 
on the part of the record owner will be necessary. Where 
the record owner is holding the stock for some other person, 
then he must make the identity of the beneficial or equitable 
owner known to the bank. When the record owner is a 
trustee, the new provision permits him to fulfill these require- 
ments by filing a copy of the trust instrument. Thus the 
trust instrument will provide a readily accessible means of 
ascertaining all persons holding an interest in the stock. 


SENATE FLOOR AMENDMENT 


The stock disclosure provision of the reported bill was modified on 
the Senate floor by requiring disclosure to the Federal supervisory 
agency rather than to the bank, and by limiting the requirement to 
cases where the stock involved amounted to 5 percent or more of the 
outstanding shares. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Comptroller of the Currency opposed this provision in his 
statement before the committee, but asked that if it is retained in the 
bill it be amended to avoid any unintended prohibition of nominee 
registration of bank stocks (hearings, p. 154). The American Bankers 
Association testified (hearings, p. 1051) that it accepted “the principle 
of reporting of the beneficial ownership of a substantial proportion of 
the outstanding shares of the bank,’’ but asked also for an amendment 
to protect nominee registration, as requested by the Comptroller. 
The United States Chamber of Commerce supported the provision 
(hearings, p. 1208). A representative of the New York Stock Exchange 
testified that the purpose of the provision could be accomplished better 
by a substitute provision, modeled after the stock disclosure require- 
ments of the Securities Exchange Act of 1934, under which the bene- 
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ficial owner, rather than the record owner, must make the report 
(hearings, p. 1434). 

The Federal Reserve Board testified that although the correspond- 
ing requirement in title Il “might be burdensome in some instances, 
the Board believes that the proposed provisions have merit’”’ (hearings, 
p. 21). The Federal Deposit Insurance Corporation expressed mis- 
givings about the corresponding provision in title III, and urged 
“careful consideration” of it (hearings, p. 710). See also Congressman 
Henderson’s interrogation of FDIC on this point (hearings, p. 772), 
leading to testimony that the provision is unnecessary. 


8. Cumulative voting 
Errect oF CHANGE IN Law 


A shareholder in a national bank now has a statutory right, in 
voting for directors of the bank, to cumulate his shares. That is, 
he may give one candidate a number of votes equal to the number 
of his shares times the number of directors, or distribute his votes on 
the same principle among as many directors as he sees fit. Section 
26 (c) (p. 18) would eliminate cumulative voting unless the articles 
of association provide for it. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Comptroller of the Currency (recommendation 15, 
October 1, 1956). The reasons given by the Comptroller for the 
proposed change are as follows: 


A national bank can best be operated where there is a high 
degree of unity in the directorate and in the official staff. 
The successful operation of any bank depends upon confi- 
dence of stockholders in the management, confidence of 
different members of the management body in each other, 
and confidence of the depositors and the community in the 
bank as an organization. Confidence is not engendered by 
having a minority group force itself on the directorate of a 
bank by the use of the cumulative voting provision, and in 
cases where such an end has been accomplished it has been 
the usual experience that the party or parties thus added to 
the boards have pursued a course of troublemaking, thereby 
lessening the mutual confidence of the directorate and the 
confidence of the staff in the directorate, and in some cases, 
the confidence of the community in the bank. 

Cumulative voting is not necessary in national banks be- 
cause of the protection afforded to all classes of stockholders 
by the supervision exercised by the Office of the Comptroller 
of the Currency. National banks are regularly examined 
by the Office of the Comptroller and violations of law or ac- 
tions not in the best interests of the stockholders are re- 
ported to the Comptroller by his examiners and corrective 
action is required by his office. 
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ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 
included in 8. 1451 as reported by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the eee was presented by the Comp- 
troller of Currency (hearings, p. 155), the Chairman of Federal Deposit 
Insurance Corporation (hearings, pp. 751 and 854), American Bankers 
Association (hearings, p. 1049), Independent Bankers Association 
hearings, p. 1171), 12th District Independent Bankers Association 

8), United States Cheaibe of Commerce (hearings, 


‘ 
(hearings, p. 1178 
p. 1207), and Mr. Stoddard (hearings, p. 1388). 

Principal arguments for the change are: (1) Allow bank to deter- 
mine for itself if it wants cumulative voting, (2) mandatory cumulative 
voting is undesirable as it makes possible election of a troublemaker 
to the board with adverse effect on public confidence in the bank, and 

3) directors should represent all shareholders rather than have some 
represe! iting a specific group or groups. 

Testimony in opposition to the provision was presented by Federal 
Reserv« sein (hearings, p. 24), Mr. Brody (hearings, p. 1346), Mr. 
Highley (hearings, p. 1371), Mr. Gilbert (hearings, p. 1373), and Mr. 
Flournoy (hearings, p. 1376). 

Principal arguments against the change are: (1) Mandatory cumu- 
lative voting is only way minority stockholders may obtain voice in 
management, (2) election of directors representing minority stock- 
holders keeps management alert and serves as a check on abuses, 
and (3) existing provisions of law make possible removal of a ‘‘bad 
director.” 





9. Removal of officers and directors of national banks 
Errect oF CHANGE IN LAW 


Section 29 (p. 20) revises the procedure under which the Federal 
Reserve Board may remove an officer or director of a national bank. 
Under present law, to remove an officer or director the Board must 
find he ‘‘continued” to violate a banking law or to engage in an 
unsound practice after the Comptroller had warned him against it. 
Under the new sec tion, the Board could remove him on the basis of 
a single violation or unsound practice after warning. The new sec- 
tion continues existing provisions for court review of the Board’s 
removal action, but provides for review on the “weight of the evi- 
dence’ rather than under the substantial evidence rule as is now 
provided. 

ORIGIN OF PROPOSED CHANGE AND REASONS 


The two changes in this provision were made by the Senate Banking 
and Currency Committee. The deletion of the requirement of “‘con- 
tinued” violations grew out of the Senate committee’s investigation 
of the Illinois banking situation in 1956 and is in line with an FDIC 








12 CHANGES INCORPORATED IN FINANCIAL INSTITUTIONS ACT 


recommendation as to termination of insurance (see item 12, p. 72 of 
this print). The provision for judicial review on the “weight of the 
evidence”’ was included to make this provision conform with the 
provisions for review of certain enforcement proceedings involving 
Federal savings and loan associations (title V, sec. 5 (d)). The 
Senate report made the following comments on this section: “On the 
one hand this will serve to strengthen the removal power fixed in the 
Board of Governors of the Federal Reserve System, but on the other 
hand it emphasizes the right of the accused officer or director to an 
administrative hearing and judicial review.” 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Comptroller of the Currency testified that the provisions for 
review “on the weight of the evidence” should be stricken so that 
review under this provision should conform with the provisions gen- 
erally applicable to court review of administrative action under the 
Administrative Procedure Act (hearings, p. 155). Similar views were 
expressed by the Federal Reserve Board (hearings, p. 23) and the 
Federal Deposit Insurance Corporation (hearings, p. 717) with respect 
to section 29 of title II and section 29 of title IIT. 

The Director of the Administrative Office of the United States 
Courts reported that at the 1957 annual meeting of the Judicial 
Conference of the United States (conducted under sec. 331 of title 28 
of the United States Code) a decision was reached to inform the 
committee that the Conference “is of the view that the standards of 
the Administrative Procedure Act should be made applicable in full to 
the proceedings reviewable under this bill.” This would involve 
striking the provisions for review on the weight of the evidence from 
this section, section 29 of title II, section 29 of title III, and section 
5 (d) of title V. 


10. Charitable contributions 
Errect oF CHANGE IN Law 


Section 31 (a) (8) (p. 22) authorizes national banks to contribute 
to community funds, saashable, philanthropic, benevolent instrumen- 
talities conducive to public welfare, nonprofit educational institutions, 
or other nonprofit organizations established for civic improvement, 
without regard to State law. The present law authorizes such con- 
tributions for ‘“‘public welfare’? purposes, but only if they are not 
prohibited by State law. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Comptroller of the Currency (recommendation 6, 
October 1, 1957). The reasons given by the Comptroller for the 
proposed change are as follows: 

There has always been doubt whether under the existing 
statute national banks could Jegally make contributions of 
the type which it is recomme inded they should be permitted 
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tomake. Since national banks may now make contributions 
to charitable, philanthropic, or benevolent instrumentalities 
conducive to public welfare, there would seem to be little 
doubt that they should also be permitted to make contribu- 
tions to educational institutions which are not operated for 
private profit. Also, national banks existing in particular 
localities have the same moral obligations to support organ- 
izations established to benefit the community as do other cor- 
porations and individuals. Consequently, the law should 
permit them to make contributions to such organizations. 
[t cannot be denied that local development corporations 
which seek to attract industry to their communities will, if 
successful, benefit the entire community and contributions 
to them would be in the best interests of the banks. 

There is no reason why the status of State laws in relation 
to State banks should be a condition to the making of con- 
tributions by national banks. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved. by the advisory committee 


and included in S. 1451 as reported by the Senate Banking and 
Currency Committee. 





11. Stock options 


Errect oF CHANGE IN Law 


Section 31 (a) (9) (p. 22) would authorize a national bank to set up 
a stock-option plan, if : ipproved by the Comptroller and the holders 
of two-thirds of the bank’s stock, under which employees may be 
granted an option to purchase stock at a price at jeast 85 percent of 
market value or book value, whichever is greater, as determined by 
the Comptroller. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


The Senate advisory committee report included a recommendation 
that ‘“‘action be taken to « authorized national banks to establish em- 
plovee stock-option programs” (recommendation 45E, December 17, 
1956). The advisory committee gave the following reasons for its 
recommendation: 


There is no present statutory authority by which national 
banks are permitted to establish stock-option programs for 
their employees. That such stoc k-option programs have 
successfully served the purpose for which they were estab- 
lished is demonstrated by the continuing and broadening use 
of such programs throughout the country. Today, suc h pro- 
grams are generally recognized as a major solution to the 
problem of developing, acquiring, and maintaining high-grade 
personnel in business and industry. 
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ACTION BY SENATE BANKING AND CURRENCY COMMITTEE 


The committee-print bill included a provision to carry out recom- 
mendation 45E, but the provision was stricken out by the committee 
and, so, was not included in S. 1451 as reported. 


SENATE FLOOR AMENDMENT 


- Ae 
The stock-option provision as now in the bill was inserted on the 
Senate floor as a result of an amendment offered by Senator Allott. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Comptroller of the Currency supported the provision (hear- 
ings, p. 156), but recommended an amendment so that compliance 
with the 85- -percent requirement be determined as of the date the 
option is granted. See also the interrogation by Congressman 
Anderson (hearings, p. 272), culminating in the Comptroller's state- 
ment he is ‘‘moderately in favor’ of the provision; further interro- 
gation by Congressmen Anderson, Vanik, and Multer (hearings, 
p. 346); and Chairman Martin’s statement that the Federal Reserve 


Board feels further study is needed (hearings, p. 411). The chairman 
of the Senate advisory committee supported the provision (hearings, 
p. 1007). The American Bankers Association supported the pro- 


vision and the Comptroller’s proposed amendment (hearings, p. 1050). 

Mr. Maurice S. Brody opposed the provision as granting an advan- 
tage to management against the stockholders’ interest (hearings, p. 
1353). Mr. Lewis D. Gilbert urged that it be jaca to change 
the 85-percent requirement to 100° percent; bar sale of the stock for 2 
years after the option is exercised; provide that the option shall not 
be cumulative; and bar unjust enrichment through sudden rises in 
the value of the options unconnected with the efforts of the option 
holders (hearings, p. 1374). 





Acquisition of bank stock 
Errect oF CHANGE IN LAW 


Section 32 (b) (p. 25) authorizes a national bank to acquire stock 
in another bank in connection with a merger or consolidation, if the 
Comptroller approves. This would be an exception to the existing 
prohibition against a national bank acquiring the stock of any other 
bank. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was made by the Senate Banking and Currency Com- 
mittee to make this provision conform to section 23 (d) of title II, 
which was included as a result of a recommendation to the Senate 
committee by the Federal Reserve Board (recommendation 60, 
September 28, 1956). 

The reasons given by the Federal Reserve Board for the proposed 
change are as follows: 


Section 5136 of the Revised Statutes contains a general 
prohibition against purchase by national banks, for their 
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own accounts, of ‘any shares of stock of any corporation,” 
and this prohibition is made applicable to member State 
banks by paragraph 20 of section 9 of the Federal Reserve 
Act. 

In the course of the absorption of another bank, a member 
State bank occasionally finds that it would be convenient or 
otherwise beneficial to purchase the stock of such other bank 
and hold it for a short period, as one step in the takeover proc- 
ess. The statutory prohibition against member banks pur- 
chasing corporate stocks might be interpreted as not applying 
to such a ten nporary acquisition as one step in the process of 
absorption. However, the statutory prohibition is absolute 
in its language, and, consequently, the Board of Governors 
has felt obligated to look with disfavor upon any direct 
acquisition of stock by a member bank, even in the cir- 
cumstances described above. As a result, member State 
banks have sometimes been deprived of this convenient 
means of effecting an otherwise unobjectionable absorption. 

The proposed ‘amendment would permit member State 
banks to utilize this convenient procedure, and the require- 
ment of approval by the Board of Governors would prevent 
abuse of the privilege. 

As indicated above, under existing law, member State 
banks and national banks are in the same position in this 
respect. Consequently, the committee, if it favors this 
proposal, might wish to consider some similar amendment 
with respect to national banks. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


Recommendation 60 was approved by the advisory committee, 
which recommended that a comparable provision be included for 
national banks. The Senate Banking and Currency Committee fol- 
lowed this recommendation, including provisions to this effect in 


titles I and II. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Section 32 (b) of title I was opposed by the Comptroller of the 
Currency before the committee (hearings, p. 156). The comparable 
provision of title Il was supported in “the formal statement of the 
Federal Reserve Board (hearings, p. 21), but Governor Robertson 
made the following comment in answer to a question about the pro- 
vision by Chairman Spence: “This is a very insignificant portion of 
the bill, and we really don’t urge it one way or another’ (hearings, 
p. 27). Also in answer to a question by Chairman Spence, ‘Assistant 
Attorney General Hansen opposed the provision (hearings, p. 135). 
The provisions were also opposed by the United States Chamber 
of Commerce (hearings, p. 1211), the Independent Bankers Associ- 
ation (hearings, p. 1166), and Congressman Celler (hearings, p. 1481); 
opposition was based on the ground that it is not proper for bank offi- 
cials to use the bank’s money to buy stock in another bank as a first 
step toward merging; that once the stock was purchased, the share- 
holders would have to vote for the merger, and that the provision 
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would further encourage the already high rate of absorption of inde- 
pendent banks. 





13. Transfer of trust powers 
Errect or CHANGE IN Law 


The Federal Reserve Board now has authority to grant trust powers 
to national banks and to issue raat governing the exercise of 
such powers. Under section 33 (p. § 25), this authority would be trans- 
ferred from the Board to the Comptroller. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Comptroller of the Currency (recommendation 34, 
October 1, 1956). The reasons given by the Comptroller for the pro- 
posed change are as follows: 


At the time national banks were first permitted to engage 
in trust activities, the power to grant to them permission to 
do so was given to the Board of Governors of the Federal 
Reserve System rather than to the Comptroller of the Cur- 
rency. This statute applies only to national banks and not 
to State member banks. Since national banks, including 
their trust departments, are eee examined, and 
regulated by the eee of the Currency, the power to 
grant to national banks authority to act in fiduciary capaci- 
ties and to regulate their activities in those nope ities should 
logically be vested in the Comptroller of the Currency rather 
than the Board of Governors of the Federal Reserve System. 
The Comptroller of the Currency is in a position to know 
whether a particular national bank should be permitted to 
exercise trust powers, and also what problems arise that 
need to be dealt with by regulation. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee, 


and included in S. 1451 as reported by the Senate Banking and 
Currency Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the Comp- 
troller of the Currency (hearings, p. 156). 


14. Loan limits 
Errect or CHance In Law 


As a general rule, a national bank may not lend more than 10 percent 
of its capital and surplus to any one borrower. Section 34 (p. 28) 
relaxes this limit for loans on frozen food, dairy cattle, and installment 


CHANGES INCORPORATED IN FINANCIAL INSTITUTIONS ACT 17 


consumer paper. Under the new section 34 (b) (6) (B) (p. 30) a bank 
could lend up to 25 percent of its capital and surplus to one borrower 
for not more than 6 months, if the loan is secured by insured frozen 
or refrigerated readily marketable staples. Under section 34 (b) (7) 
(B) the 25-percent limit would apply also to obligations of dealers in 
dairy cattle arising out of the sale of dairy cattle, where the obligations 
bear a full recourse or unconditional guaranty of the dealer. Section 
34 (b) (12) applies the 25-percent limit to consumer installment paper 
acquired from one seller which carries the seller’s full recourse endorse- 
ment or unconditional guaranty, unless the bank certifies that it is 
relying on the original maker of the note, in which case the basic 
10-percent limit on loans to the maker would apply and the obligation 
would not be considered in determining whether the 25-percent limit 
on loans to the seller of the note had been reached. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


These changes (in a modified form as to consumer paper) were 
recommended to the Senate Banking and Currency Committee by 
the Comptroller of the Currency (recommendations 23 and 24, October 
1, 1956). The reasons given by the Comptroller for the changes as to 
frozen food and dairy cattle are as follows: 


(1) Exception 6 to Revised Statutes 5200 provides that 
readily marketable staples in order to qualify as security for 
loans under this exception must be nonperishable. Excep- 
tion 6 has not been amended since 1927. In recent years 
frozen food processors have developed greatly improved 
methods in processing, freezing, and storing foods which 
must be kept under refrigeration before sale to consumers. 
Frozen packaged fruits, citrus juices, vegetables, meats, 
and seafood represent a substantial proportion of foods 
sold in retail stores. Where insurance can be obtained, it is 
believed that national banks should be permitted to lend to 
1 obligor not more than 25 percent of capital and surplus 
when the security consists of readily marketable staples 
which are kept under refrigeration during the period of a 
loan not exceeding 6 months. 

Exception 7 to the basic 10 percent limitation of capital 
and surplus covers obligations which are secured by liens 
on range animals (cattle, sheep, goats, horses, mules) or on 
cattle, sheep, or hogs being fattened for or shipped to market. 
It does not cover dairy cattle. It is believed advisable 
that the statute be amended to permit national banks to 
acquire open een of dealers arising out of the sale of dairy 
cattle to a limitation of 15 percent of a national bank’s 
capital aa surplus in addition to the present limitation of 10 
percent of capital and surplus. Frequently such obligations 
are not in the form to qualify under either exception 2 or 4 
of Revised Statutes 5200 because they are not negotiable 
and thus may not qualify under exception 2, or because 
they have a maturity of more than six months and therefore 
will not qualify under exception 4. Where they arise out of 
the sale of dairy cattle they do not qualify under exception 7 
in its present form. 








18 CHANGES INCORPORATED IN FINANCIAL INSTITUTIONS ACT 


The Senate Advisory Committee approved these changes. 

The Comptroller’s original recommendation as to consumer install- 
ment paper was that such paper purchased by national banks from a 
single dealer with recourse or guaranty be subject to a 25-percent 
limit, whether negotiable or not. This recommendation was disap- 
proved by the Senate advisory committee, with the following 
comment: 


In leu of this recommendation of the Comptroller the 
committee recommends a change which consists of that which 
the Comptroller suggests, supplemented by a proviso to the 
effect that the 10-percent limitation (as regards the maker) 
shall apply rather than the 25-percent limitation (as regards 
the endorser) where, after evaluation of the responsibility of 
each maker has been made, an officer of the bank, designated 
for such purpose by its board of directors, certifies that in 
acquiring such paper from the particular seller the acquiring 
bank is relying primarily upon the obligations of the makers 
for payment of the paper. 

Under present law nonnegotiable recourse installment con- 
sumer paper is subject to the 10-percent limitation, whereas 
such negotiable paper is subject to no limitation. Thus the 
Comptroller’s recommendation 23 (2) is very restrictive as to 
negotiable paper and is somewhat liberalizing as to such 
nonnegotiable paper. 

The committee views this problem thus: 

(A) There is no reason here to view such nonnego- 
tiable paper in any different light than negotiable paper, 
or vice versa. 

(B) There is no reason to differ with the Comptroller’s 
recommendation in cases where the acquiring bank does 
not evaluate the responsibility of the individual maker 
but rather relies primarily upon the responsibility of the 
endorser (or guarantor). 

(C) But where the acquiring bank does evaluate the 
maker’s responsibility, there should be a different rule. 
In other words, if the acquiring bank is leoking to the 
maker after investigation, why should not the transac- 
tion for loan limit purposes be deemed to be a loan to the 
maker rather than to the endorser? 

It is on this analysis that the committee disagrees with the 
Comptroller and makes the recommendation which it does. 


ACTION BY SENATE BANKING AND CURRENCY COMMITTEE 


The Senate Banking and Currency Committee approved recom- 
mendations 2 3 and 24. as modified by the advisory committee, and 
the changes were incorporated in S. 1451 as reported to the Senate. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the Comp- 
troller of the Currency (hearings, p. 157), the chairman of the Senate 
advisory committee (hearings, p. 981), and the United States Chamber 
of Commerce (hearings, p. 1207). 
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15. Maximum interest rate 
Errect oF CHANGE IN Law 


Section 35 (p. 32) continues the existing limit on interest rates 
Soa by national banks (roughly, it is the State legal limit, or 

percent if there is no State limit), with one new provision. The 
new provision exempts certain purchases of obligations from this 
limit: that is, where a national bank purchases an obligation in a 
State where such a purchase is not subject to the State usury laws, 
the purchase would also be exempted from the Federal limit pre- 
scribed by section 35. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change in existing law was written into S. 1451 by the Senate 
Banking and Currency Committee. The committee report does not 
specify the reasons for the change. 


TESTIMONY BEFORE THE HOUSE BANKING AND CURRENCY COMMITTEE 


This change was supported by the Comptroller of the Currency 
on the ground it would “make clear that national banks are on a 
parity with State banks with respect to discount transactions” 
(hearings, p. 158), and by Governor Robertson of the Federal Reserve 
Board (hearings, p. 40). The provision was opposed by the Farmers 
Union (hearings, p. 1456), AFL-CIO (hearings, p. 1706), and Con- 
gressman Patman (hearings, pp. 629 and 1558), on the ground it would 
help national banks evade State usury laws. 


16. Real estate loans 
Errect oF CHANGE IN LAW 


Section 36 (p. 33) makes several changes in existing limits on real- 
estate loans by national banks. First, it permits loans on leaseholds 
which run (or may be renewed so as to run) for 10 years beyond 
maturity of the loan (now the lease must be for 99 years and renew- 
able, or run 50 years beyond date of loan). Second, it permits 
18-month loans for construction of commercial or industrial buildings 
where there is a firm commitment for permanent financing on com- 
pletion of construction. Such loans, together with presently author- 
ized construction loans for homes and farms, could not exceed 100 
percent of capital and surplus (the present limit, which appiies only 
to homes and farms, is 50 percent of capital). Third, it provides that 
business loans made primarily in reliance on the borrower’s credit 
standing and forecast of operations shall not be subject to the restric- 
tions on real-estate loans, even though secured by a mortgage on the 
borrower’s land. Fourth, a similar exemption is provided for 36- 
month loans to finance construction of certain public buildings. 
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ORIGIN OF PROPOSED CHANGE AND REASONS 


These changes were recommended to the Senate Banking and Cur- 
rency Committee by the Comptroller of the Currency (Recommenda- 
tion 35, October 1, 1956). The reasons given by the Comptroller 
for the proposed changes are as follows: 


(1) Loans to finance the construction of industrial or com- 
mercial facilities having maturities of not more than 18 
months where there is a valid and binding agreement entered 
into by a financially responsible lender to advance the full 
amount of the bank’s loan upon the completion of the build- 
ings are safe and desirable loans which national banks are 
now unable to make. Permitting them to make such loans 
would enable them to better compete with State banks in 
the financing of the construction of industrial and commer- 
cial facilities. If this legislation is enacted it will be desirable 
and necessary to raise the aggregate limits on construction 
loans. 

(2) Present restrictions on leasehold loans have proven 
unrealistic and the present provision of law has been of little 
benefit either to national banks or to prospective borrowers. 
It is believed the restrictions can be liberalized without 
danger to the banks. 

(3) Enactment of this legislation is necessary to aid the 
General Services Administration and the Post Office Depart- 
ment in securing financing for the construction of public 
buildings. 

(4) Manufacturing and industrial companies or firms 
regularly borrow money for working capital purposes from 
national banks. In some cases, because of moderate credit 
weaknesses which must be assessed with great care because 
of the size of the loan and its repayment terms, and which 
could become more acute under adverse conditions or cir- 
cumstances, it is considered prudent judgment on the part 
of bankers to require a collateral mortgage on the actual 
plant of the borrower. The loan is based on the premise that 
it will be used for normal working capital purposes and will 
be repaid from profitable operations, the liquidation of in- 
ventory or receivables, etc. The plant has, in most in- 
stances, salvage value only if it cannot be operated on a 
profitable basis. Such loans are in reality commercial loans 
and represent ordinary business financing. Such loans 
should not be treated as real-estate loans subject to the pro- 
visions of section 24 of the Federal Reserve Act (12 U.S.C. 
371). The reasons behind that statute and the purpose for 
which the statute was deemed desirable do not apply in the 
case of this type of loan which will be liquidated in a normal) 
business way, barring unforseen reverses. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the Advisory Committee 
and included in S. 1451 as reported by the Senate Banking and 
Currency Committee. 
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TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the Comp- 
troller of the Currency (hearings, p. 158), the chairman of the Advisory 
Committee (hearings, p. 983), and the United States Chamber of 
Commerce (hearings, p. 1207). 

See also Governor Robertson’s testimony supporting the provision, 
in answer to questions by Congressman Vanik (hearings, p. 40) and 
Congressman Multer (hearings, p. 44), and Cong! ‘essman Multer’s 
interrogation of the Comptroller of the Currency (hearings, p. 689). 


17. Limit on debt of national banks 
Errect oF CHANGE IN Law 


Section 37 (p. 36) raises the limit from 100 percent of capital to 
100 percent of capital plus unimpaired surplus. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This increase in debt limit was recommended to the Senate Banking 
and Currency Committee by the Advisory Committee (recom- 
mendation 45B, December 17, 1956). The Advisory Committee 
argued that the present debt limit is ‘‘unnecessarily restrictive on 
national banks with respect to borrowings by one bank from another 
in the normal course of correspondent banking and in connection 
with the maintenance of required Federal Reserve balances. It 
should be noted that State authorities have considered it unnecessary 
to impose such restrictions on indebtedness incurred by State banks.”’ 


ACTION BY SENATE BANKING AND CURRENCY COMMITTEE 


The Senate committee followed the recommendation of the Ad- 
visory Committee and included the provision raising the debt limit 
in S. 1451 as reported to the Senate. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Comptroller of the Currency supported this provision (hearings, 
p. 168), as did the chairman of the Advisory Committee (hearings, 
p. 1006 The Federal Reserve Board opposed it (hearings, p. 24) on 
the ereand it might ‘dilute the cushion of protection which is afforded 
depositors by a bank’s capital and surplus” and might encourage 
borrowing outside the Reserve banks, diminishing the Reserve banks’ 
restraining influence on speculative borrowing. It was also opposed 
by Mr. Maurice 8. Brody (hearings, p. 1354). 

See also the exchange between Congresswoman Griffiths, Congress- 
man Henderson, Chairman Martin, and Governor Robertson (hear- 
ings, p. 36), and between Congresswoman Sullivan and Mr. Cravens 
(hearings, p. L006). 
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18. Branches 


Errect oF CHANGE IN LAW 


Section 39 (p. 37) makes two changes relating to branches of na- 
tional banks. Section 39 (b) provides that in case of a merger or 
consolidation where the continuing bank is a national bank, it may 
retain its branches without obtaining approval of the C ‘omptroller, 
as is now required. Section 39 (f) contains a new provision author- 
izing banks to accept deposits at schools in connection with savings 
plans, by providing that such transactions shall not be treated as 
operation of a branch. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


These changes were recommended to the Senate Banking and 
Currency Committee by the Comptroller of the Currency (recom- 
mendations 9 and 11, October 1, 1956). The reasons given by the 
Comptroller for the proposed changes are as follows: 


A bank which takes over by merger or consolidation a 
State, or another national, bank should not for that reason 
have to give up the branches which it has in operation at 
the time of the consolidation or merger. The purpose of 
the existing law is to prevent a bank from acquiring branches 
where they could not legally be established under State law, 
by taking over other banks. This purpose does not exist 
in the case of branches of the continuing bank and there 
is no reason why it should not be permitted to continue 
without reestablishment and without securing anew the 
approval of the Comptroller of the Currency, the legally 
established branches which it already has in existence. 

As a general rule it is the position of this office that the 
acceptance of deposits by an agent of a national bank at a 
place other than the bank’s offices constitutes branch 
banking under the definition contained in this section. 
However, we believe that the school savings program is 
desirable and that schoolchildren should be encouraged to 
save. Enactment of this legislation would remove any doubt 
that a national bank could participate in this activity. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendations were approved by the advisory committee 
and included in S. 1451 as reported by the Senate Banking and Cur- 
rency Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision as to retained branches was 
presented by the Comptroller of the Currency (hearings, p. 159). 
The Independent Bankers Association recommended an amendment 
to the provision on school savings programs to avoid legalizing 
acceptance of deposits under such programs contrary to State law 
(hearings, p. 1165). 
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19. Moving main office within city 
Errect oF CHANGE IN Law 


Section 40 (p. 39) would require approval of the Comptroller before 
a national bank may move its main office within its own city limits; 
approval is now required only for a move outside the city. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Comptroller of the Currency (recommendation 7, 
October 1, 1956). The reasons given by the Comptroller for the 
proposed change are as follows: 


The Comptroller has interpreted this statute to mean 
that a bank may change the location of its head office within 
the city where it was chartered to do business without his 
approval. It is believed that all changes of location should 
be subject to his approval. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND 
CURRENCY COMMITTEE 


The recommendation was approved by the advisory committee 
and included in S. 1451 as reported by the Senate Banking and 
Currency Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting this change was presented by the Comp- 
troller of the Currency (hearings, p. 160), and again in response to 
questions by Congresswoman Griffiths (hearings, p. 185). 


20. Statement of security for deposits of public funds 


Errect oF CHANGE IN Law 


Section 42 (p. 40) omits a requirement now in the law that the 
Secretary of the Treasury make an annual public statement of the 
securities required of banks as depositaries of public funds. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was made by the Senate Banking and Currency Com- 
mittee, on recommendation of the Treasury Department made after 
the hearings closed. The reason given by the Treasury Department 
for their recommendation was that the provision is obsolete. The 
Treasury now publishes a Treasury Department circular listing the 
kinds of security required for deposits of public funds. 


TESTIMONY BEFORE THE HOUSE BANKING AND CURRENCY COMMITTEE 


The Comptroller of the Currency supported the provision (hearings, 
p. 168). 
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21. National banks’ investment in bank premises 
Errect oF CHANGE IN Law 


Investments by national banks in bank premises are now limited 
to 100 percent of capital stock. Section 43 (p. 40) raises the limit to 
100 percent of capital stock or 50 percent of capital and surplus, 
whichever is greater. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Senate advisory committee (recommendation 
45C, December 17, 1956); the advisory committee gave the following 
reasons for its recommendation: ‘““The inequitable operation of this 
statute is accentuated by the present limitation of 100 percent capital. 
The present limitation works unevenly depending on the relationship 
of capital and surplus in various banks. Thus, a bank whose surplus 
is large in relation to its capital suffers in contrast with a bank of the 
general size which maintains large capital in relation to its surplus.” 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Comptroller of the Currency supported this provision (hearings, 
p. 168), as did the Chairman of the Federal Reserve Board in response 
to questioning by Congressman Multer (hearings, p. 543). 


Restrictions on engaging in banking 
Errect oF CHANGE IN LAW 


Section 44 (p. 40) prohibits any firm from engaging in banking 
unless it is subject to examination and regulation by State or Federal 
authorities. It also prohibits any institution organized under Fed- 
eral law from advertising that it is a bank unless it is expressly author- 
ized to receive demand deposits and make loans and discounts or to 
use ‘‘bank”’’ in its name. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


The first change was recommended to the Senate Banking and 
Currency Committee by the Comptroller of the Currency (recommen- 
dation 36, October 1, 1956). The reasons given by the Comptroller 
for the change are as follows: 


Recently a corporation incorporated under the laws of 
Texas was engaged in receiving deposits and was offering to 
pay 5 percent interest on such deposits. Upon investigation 
the Comptroller found that while this corporation was duly 
incorporated under the laws of the State of Texas its deposit 
activities were not supervised or regulated. The banking 
commissioner of Texas disclaimed jurisdiction on grounds 
that the company was incorporated under the insurance laws 
of Texas. ‘The insurance commissioner stated that his juris- 
diction was limited to regulating the insurance activities of 
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this company and did not extend to regulation of its deposit 
activities. ‘The Comptroller submitted the matter to the 
Department of Justice for a determination of whether this 
statute was being violated, and was advised that there was 
no violation. Subsequently, this company became bank- 
rupt with loss to its depositors. Amendment of this statute 


in the manner suggested would prevent a recurrence of this 
situation. 


The Comptroller’s recommendation was approved by the advisory 
committee. 

The second change was recommended to the Senate Banking and 
Currency Committee by the American Bankers Association during 
the Senate hearings. The reasons given were as follows: ‘Institu- 
tions which are not designated as banks and are not authorized to 
engage in the business of receiving deposits should not be permitted 
to mislead the public by holding themselves out to be, or by convey- 


ing the impression that they are banking institutions or authorized 
to engage in the banking business.” 


ACTION BY THE SENATE BANKING AND CURRENCY COMMITTEE 


Both changes were included in S. 1451 as reported to the Senate. 


TESTIMONY BEFORE THE HOUSE BANKING AND CURRENCY COMMITTEE 


The first change was supported by the Comptroller in his formal 
statement (hearings, p. 160), and again in response to questioning by 
Congressman Vanik (bearings, p. 225), but he did not comment 
specifically on the second change. 

The second change was opposed by the National Savings & Loan 
League, on the ground it is not too important as a practical matter, 
but is bad in principle as an “attempted legal perversion of the 
generic term ‘banking,’” giving “commercial banks an exclusive 
patent on the use of the words ‘bank’ and ‘banking’ except where 


statute specifically authorizes use of the word in corporate names” 
(hearings, p. 1412). 


23. Amending articles of association 
Errect oF CHANGE IN Law 


Section 47 (p. 43) is a new provision setting forth a procedure for 
amending the articles of association. It provides for amendment by 
majority vote of the shareholders, at a meeting called with 10 days’ 
notice. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This provision was included in S. 1451 as reported by the Senate 
Banking and Currency Committee, without formal recommendation 
by the Comptroller or by the advisory committee. The Senate com- 
mittee report states: ““Your committee deems it advisable to provide 
a general statutory basis for the amendment of articles of association 
of national banks.” 


22544—58 3 
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TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Comptroller of the Currency supported the provision, stating: 
“Our office receives many inquiries on this subject.” (Hearings, 
p. 160.) 





24. Comptroller’s power to require independent audit of national bank 
Errect oF CHANGE IN Law 


Section 48 (c) authorizes the Comptroller to order an audit of a 
national bank by an independent auditor whenever he deems it 
necessary. 

ORIGIN OF PROPOSED CHANGE AND REASONS 


This provision, and the corresponding provisions for State member 
banks (title II, sec. 24 (c)) and State nonmember insured banks 
(title ITI, sec. 8 (b)), were added on the floor of the Senate by adoption 
of an amendment offered by Senator Payne. The Senator pointed 
out that the normal examination of a bank by a supervisory agency 

‘is in no sense an audit” and does not reveal “cases of embezzlement 
or any cases of improper handling or any cases of improper or unintel- 
ligible internal audit of the operations carried on by the bank” which 
would normally be revealed by an audit. ‘So these amendments 
provide that if the examinations do not reveal the information which 
the regulatory bodies fee! is necessary in order to evaluate, then they 
can require an audit of the institution, in order that they may have 
the facts.” Senator Robertson pointed out the amendments had 
not been considered by the Senate Banking and Currency Committee, 
but the committee had applied the same principle to credit unions, 
in section 7 (b) of title VIL. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


In response to qpesHoning by Congresswoman Sullivan, the 
Comptroller of the Currency testified that he favors the provision 
(hearings, p. 182). The corresponding provision of title II was 
supported by the Federal Reserve Board in its formal statement 
(hearings, p. 21), and in response to questioning by Congresswoman 
Sullivan (hearings, p. 93). The corresponding provision of title 
III was supported by the Federal Deposit Insurance Corporation, 
which also offered an amendment to restrict use of this power, thereby 
allaying ‘unfounded fears’’ as to its excessive use (hearings, pp. 707, 
719). The provision was also endorsed by the American Institute of 
Certified Public Accountants (hearings, p. 1440). 

The provision was opposed by the chairman of the advisory com- 
mittee (hearings, p. 981), the American Bankers Association (hearings, 
p. 1044), the Independent Bankers Association (hearings, p. 1167), and 
the United States Chamber of Commerce (hearings, p. 1208). In 
general, the argument presented in opposition is that the supervisory 
agencies have adequs ite power under existing law to make whatever 
examinations are needed to determine a bank’s true condition; 
that a bank would voluntarily comply with any supervisory agency’s 
request for an outside audit, without any change in the law; that the 
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expense of outside audits would be unduly burdensome on small 
banks; that the power might be used arbitrarily or to discriminate 
against small banks; and that if granted it should be more carefully 
defined in the statute. 


25. Confidentiality of examination reports 


Errect oF CHANGE IN LAW 


Section 50 (p. 45) makes the examination reports made by national 
bank examiners, together with related information, privileged against 
disclosure, although available to congressional committees. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change (without the reference to congressional committees) 
was recommended to the Senate Banking and Currency Committee 
by the Comptroller of the Currency (recommendation 44, October 1, 
1956). The reasons given by the Comptroller for the proposed change 
are as follows: 


From time to time outside persons, usually persons engaged 
in litigation with national banks, will attempt to subpena 
from the Comptroller of the Currency or from the national 
bank involved copies of reports of examination of a national 
bank and related correspondence and papers. In these cases 
it is the practice of the Treasury Department to resist the sub- 
pena by claiming that such documents are confidential docu- 
ments of the Treasury Department privileged against 
disclosure under well-known doctrines of governmental 
privilege. 

Reports of examination of financial institutions under the 
jurisdiction of the Comptroller and other information ob- 
tained by him in the exercise of his visitatorial powers over 
such institutions are classified as confidential because such 
information is obtained by or submitted to him in confidence, 
its revelation might adversely affect such institutions, the 
affairs of their customers, or others dealing with them or with 
the Comptroller of the Currency, and would be inimical to 
the public interest. The courts have recognized that the 
National Bank Act, in deference to the delicate and sensitive 
interests involved, contemplates exclusive supervision of 
banks by the Comptroller of the Currency and the confiden- 
tial treatment by him of the matters developed as to their 
internal affairs. 

Consequently, claims of privilege are ordinarily upheld. 
Recently, however, a United States district court refused to 
uphold such a claim of privilege by the Secretary of the 
Treasury and ordered the production in evidence of reports 
of examination of a national bank. This decision was re- 
versed by the court of appeals which held that the subpena 
was too broadly drawn. 

[t is believed that this is a matter of such importance that 
the confidential and privileged nature of reports of examina- 
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tion and related documents should be made statutory in order 
that future problems of disclosure may be avoided. In prac- 
tically all cases in which litigants seek to subpena reports of 
examination any information which they need and to which 
they are entitled is available from the books of the bank, 
which are, of course, the best evidence of the transactions 
involved, and which are subject to subpena. Usually, in 
seeking reports of examination the litigants are desirous of 
determining whether the bank was criticized by the bank 
examiners with a view toward using such information in their 
controversy with the bank. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The advisory committee approved the Comptroller’s recommenda- 
tion, subject to a reservation that it took no position as to disclosure 
by the executive branch to the legislative branch. The Senate Bank- 
ing Committee modified the provision by specifying that such infor- 
mation shall be available to committees of Congress, and included it 
as so modified in S. 1451. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Comptroller of the Currency supported the provision in his 
formal statement but stated that he preferred deletion of the reference 
to committees of Congress (hearings, p. 160). The AFL-CIO testified 
the provision “‘seems like a strange one to us.” (Hearings, p. 1708.) 

See also Congressman Multer’s interrogation of the Comptroller 
(hearings, p. 350) and Chairman Martin of the Federal Reserve Board 
(hearings, p. 547). 





26. State examination or license 
Errect oF CHANGE IN Law 


Section 51 (p. 45) specifically exempts national banks from exam- 
ination or licensing by any State, and from State prohibitions against 
dealing with lenders not licensed by the State. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Comptroller of the Currency (recommendation 5, 
October 1, 1956). The reasons given by the Comptroller for the 


proposed change are as follows 


Various Ste ates have siekanel legislation which requires 
national banks within the State to acquire a license from the 
State authorities in order to qualify as a licensed lender. 
These laws are to enable the State to protect the public in the 
field of small loans and installment purchase contracts. In 
order to acquire the obligations arising from these transac- 
tions nation ral banks have in many cases elected to be 
licensed under the State law. These State laws customarily 
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require examination of the licensed lenders by the State 
authorities. In some cases where the national banks have 
qualified as licensed lenders the State banking authorities 
have contended that such national banks should be subjected 
to examination as a licensed lender. 

Any examining or other visitorial power attempted to be 
exercised by State officials over national banks in this respect 
would be in direct conflict with section 5240 of the Revised 
Statutes (12 U.S. C. 484) and any attempt by the State to 
levy and collect a license tax appears to be in conflict with 
section 5219 of the Revised Statutes (12 U.S. C. 548) which 
defines the limits within which States may tax national banks. 
National banks derive their ge ee pee from section 5136 
of the Revised Statutes (12 U. S. C. 4) including all such 
incidental powers as are nec easary to carry on the business of 
banking. Since installment purchase contracts represent 
evidences of debt national banks may legally acquire them. 
Therefore no State statute can deprive such banks of that 
power or append conditions which would require national 
banks to obtain licenses or pay license fees. However, some 
State officials disagree with this view and contend that the 
national banks must comply fully with all the provisions of 
the State law including the examining and licensing require- 
ment. In order to eliminate controversies with State bank- 
ing officials who seek to enforce State licensing and examining 
requirements with respect to national banks, section 5136 
should be amended to follow the above recommendation. 
Amendment of this section in accordance with our recom- 
mendation will, of course, merely be declaratory of existing 
law. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 
included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the Comp- 
troller of the Currency (hearings, p. 161), and the United States 
Chamber of Commerce (hearings, p. 1207). See also the renee 
between Congressman Betts and the Comptroller (hearings, pp. 179, 
230). 

Testimony in opposition to the provision was presented by the Na- 
tional Association of State Bank Supervisors (hearings, p. 1053), the 
Indiana Department of Financial Institutions (hearings, p. 1279), the 
AFL-CIO (hearings, p. 1707), and Gaupieiaaiite Patman (hearings, 
p. 1558). In gene ‘ral, the arguments against the provision were that it 
is necessary for State examiners and inspectors to examine national 
banks to make sure that State consumer loan laws are complied with. 
Many States have adopted such laws to protect borrowers against ex- 
cessive loan charges. It is argued that national bank examiners are 
not as well qualified as State examiners to insure compliance with 
these laws. 
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27. Reports to Comptroller 
Errect oF CHANGE IN Law 


Section 52 (p. 46) continues the present requirement of three reports 
of condition each year from each national bank to the Comptroller, 
but gives the Comptroller greater discretion as to the form and timing 
of such reports. It changes the present requirement that the report 
be filed within 5 days after it is requested, lengthening this period to 
10 days; it allows the Comptroller to call for relatively simple reports 
from smaller banks and more detailed reports from larger banks; and 
it replaces the existing requirement that these reports be published 
with a provision authorizing the Comptroller to require such publica- 
tion. It also adds an express requirement for reports of dividend 
payments, and omits a present requirement for reports of dividend 
declarations. Finally, it omits the present requirement of attestation 
by three directors. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


These changes as to the 10-day period and reports of dividend 
declarations were recommended to the Senate Banking and Currency 
Committee by the Comptroller of the Currency (Recommendations 
28 and 29, October 1, 1956). The reasons given by the Comptroller 
for the proposed changes are as follows: 


It is difficult for some banks to compile the necessary in- 
formation and furnish it to the Comptroller within the 5 days 
allowed, and it is believed that a 10-day period would be 
more realistic. 

The Comptroller of the Currency requires and receives 
semiannually a report of the earnings and dividends of each 
national banking association. In addition, he has access to 
this information through the examinations performed by his 
examiners. The requiring of the reports of declaration of 
dividends no longer serves any useful purpose. 


The advisory committee approved Recommendations 28 and 29, 
and further recommended deletion of the requirement that reports of 
condition be attested by the signature of at least three of the directors. 
S. 1451 as reported by the Senate Banking and Currency Committee 
makes the changes recommended by the Comptroller and the advisory 
committee. The other changes were made by the Senate committee 
to conform to section 23 (b) of title II, relating to reports of State 
member banks. See the discussion of that section on page 48 of this 
print. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


ae te a 
lestimony supporting the provision was presented by the Comp- 
troller of the Currency (hearings, p. 168). 
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28. Consolidations and mergers 
Errect oF CHANGE IN Law 


Sections 53, 54, and 55 (p. 47 et seq.) rewrite the existing provisions 
on consolidations of national banks, consolidations of State banks into 
national banks, and mergers of State or national banks into national 
banks, principally in order to eliminate unjustified differences in the 
procedures involved. Thus, the new section 55 contains the same 
provisions for notice in newspapers of an intended merger of 2 national 
banks, for example, as are contained in section 53 for such notice in 
the case of an intended consolidation of 2 national banks. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Comptroller of the Currency (recommendation 8, 
October 1, 1956). The reasons given by the Comptroller for the pro- 
posed change are as follows: 


There would appear to be no justification for requiring 
publication in the local newspaper for the publication of 
legal notices or advertisements in addition to publication 
in a newspaper of general circulation in one form of combina- 
tion of banks and not in the others. It would appear that 
publication in a newspaper of general circulation published 
in the place where the association or bank is situated, or, if 
there is no such newspaper, then in a paper of gener ral circu- 
lation published nearest thereto, is adequate. The phrase 

“or, if there is no such newspaper, then in a paper of general 
circulation, published nearest thereto” is not contained in 
the merger statute, title 12, United States Code, section 34b, 
and we believe it should be. There would likewise seem to 
be no justification for any variation in the provisions for 
giving notice of s shareholders’ meetings, the waiver of such 
notice and in dissenters’ rights as to the procedure to be fol- 
lowed, the date on which the value of the dissenters’ stock 
is to be determined, the applicability of that determined 
value to one or all dissenting stockholders, and the vote of 
dissenters required to choose a representative to participate 
in the appraisal of the value of such stock, and the payment 
for the expense of appraisal or reappraisal made by the 
Comptroller of the Currency. Furthermore all three 
statutes should specify that the value of the dissenters’ stock 
should be determined as of the date of the meeting approving 
such consolidation or merger since that is the date on which 
the dissenter was dissatisfied with the proposed consolida- 
tion or merger. Between the date of such shareholders’ 
meeting and the date of the consummation of the consolida- 
tion or merger the stock of the bank owned by the dissenter 
might appreciate substantially in value, from which the dis- 
senter should not benefit, or might suffer a substantial de- 
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preciation in value, from which the dissenter should not 
suffer. All three statutes should provide that the stock of 
the constituent bank which he owns must be turned in for 
cancellation as a condition to the payment to him of its 

value, and that the stock of the resulting bank which would 
fave been delivered to him is the stock which will be sold at 
auction. Nor is there justification for requiring that stock 
rejected by dissenters be sold at auction in one case, with 
any excess in the sale price above the appraised v: alue going 
to the dissenting stockholder in two types of combinations 
but not in the third. The justification for confining dissent- 
ers’ rights to stockholders of the bank which merges into a 
receiving association under the provisions of title 12, United 
States Code, section 34b, is that such statute is intended to 
be used only in cases of large banks taking over small banks 
where the value of the stock of the large bank will be affected 
only slightly, if at all. 

The merger statute, title 12, United States Code, section 
34b, contains a provision that the value of shares of the dis- 
senters shall be ascertained as of the date of the meeting of 
shareholders of the association or state bank approving the 
merger by an appri aisal made by a committee of three ang gs 
composed of “one selected by the vote of the holders of ¢ 
majority of the stock, the owners of which are entitled ra 
payment in cash; * * *’”, but title 12, United States Code, 
section 33, and title 12, United States Code, section 34a, 
would appear to give each dissenting shareholder the sepa- 
rate right of appraisal. Furthermore, the merger statute 
provides that the valuation agreed upon by any 2 of the 3 ap- 
praisers shall govern, whereas no such provision is contained 
in title 12, United States Code, section 33 or title 12, United 
States Code, section 34a. Furthermore, the merger statute 
provides that the value of the shares of dissenters shall be 
ascertained as of the date of the meeting of the shareholders 
of the association or State bank approving the merger, where- 
as the other two statutes prescribe that such value should be 
ascertained as of the date of the Comptroller’s approval of 
the consolidation. Again, the merger statute prescribes 
that if, within 90 days from the date of consummation of the 
merger, one or more of the appraisers have not been selected 
or the appraisers have failed to determine the value of the 
shares, the Comptroller, upon written request of any inter- 
ested party, shall cause an appraisal to be made which shall 
be binding on all parties. That provision is not contained in 
the other two statutes. Also title 12, United States Code, 
section 33, provides, with respect to reappraisals of stock of 
dissenters by the Comptroller of the Currency, that if the 
reappraisal shall exceed the value fixed by the appraisal 
committee, the bank shall pay the expenses; otherwise the 
appellant shall pay said expenses. ‘Title 12, United States 
Code, section 342, provides that the consolidated association 
shall pay the expenses of reappraisal, and title 12, United 
States Code, section 34b, prescribes that in such case the re- 
ceiving association shall pay the expenses of reappraisal. It 
would appear that with respect to the matters referred to in 
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this paragraph there should be uniformity in the three 
statutes. 

With respect to the transfer of fiduciary functions and the 
administration of estates, it is essential that these be trans- 
ferred automatically to the resulting bank. Otherwise the 
fiduciary estates of various kinds would be deprived of any- 
one authorized to perform the duties of fiduciary with re- 
spect to such estates until they were transferred singly by 
appropriate court orders or by consents of the interested 
parties, including the beneficiaries in the case of private 
trusts. Such individual transfers would be costly and time- 
consuming and might, in fact, defeat a contemplated com- 
bination of two banks even though otherwise highly desirable 
and in the public interest. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the Advisory Committee 


and included in S. 1451 as reported by the Senate Banking and Cur- 
rency Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEES 


Testimony supporting the provision was presented by the Comp- 
troller of the Currency (hearings, p. 162). 





29. Sale of assets to another bank 
Errect or CHANGE IN LAw 


Section 58 (a) (p. 59) continues the existing requirement that 
liquidation of a national bank must be approved by vote of the 
shareholders owning two-thirds of the stock, and adds a new require- 
ment that, if the liquidation involves the sale of its assets to another 
bank, the purchase-and-sale agreement must also be approved by 
two-thirds vote, except in emergencies. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Comptroller of the Currency (recommendation 30, 
October 1, 1956). The reasons given by the Comptroller for the pro- 
posed change are as follows: 


Section 5220 now requires shareholder approval of any vote 
to place a national bank in voluntary liquidation, but does not 
require shareholder approval of any agreement entered into 
by the directors relating to a bulk sale of the bank’s assets to 
another banking institution as a preliminary step to voting 
the bank into voluntary liquidation. In order to permit 
shareholders to have a vote on the vital question of selling the 
bank’s assets, it is believed the statute should be amended so 
as to require preliminary approval of the sale by shareholders 
owning two-thirds of the stock of the national bank. 
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ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 
included in S, 1451 as reported by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the Comp- 
troller of the Currency (hearings, p. 162 

The Independent Bankers Rae supports the provision, but 
suggests deletion of the authority of the Comptroller of the Currency 
to waive the two-thirds-vote requirement in emergency situations 
(hearings, p. 1165). The association believes the waiver provision 
grants too much discretionary power to the Comptroller as to what 
constitutes an emergency. 


30. Winding up business of national bank 
Errect oF CHANGE IN Law 


Section 61 (p. 61) makes a number of changes in the details of the 
procedures for winding up the affairs of a national bank. The prin- 
cipal change is to substitute the FDIC for the Comptroller in super- 
vising receiverships of closed national banks where the FDIC is 
appointed receiver under the Federal Deposit Insurance Act. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Comptroller of the Currency (recommendation 32, 
October 1, 1956). The Comptroller gave the following reasons for 
the proposed change: 


The Federal Deposit Insurance Act of 1950, as amended 
(12 U.S. C. 1821), requires the Comptroller of the Currency 
to appoint the FDIC as receiver of any insured national 
bank which is placed in receivership, and provides that such 
receiver shall not be subject to the direction or supervision 
of the Secretary of the Treasury or the Comptroller of the 
Currency. Since the Comptroller does not supervise or 
direct the actions of the FDIC as receiver of an insured 
national bank, the statute quoted above should be amended 
so as to substitute the FDIC for the Comptroller of the 
Currency where the national bank involved is an insured 
national bank, thus permitting the FDIC to call the meeting 
of the shareholders of such insured national bank and 
require that the bond of any shareholders’ agent elected at 
such meeting run to the FDIC. 


The additional changes in the section were included in a draft 
submitted to the Senate Banking and Currency Committee by the 
Comptroller. 
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ACTION BY ADVISORY COMMITTEE AND SENATE BANKING. AND 
CURRENCY COMMITTEE 


Recommendation 32 was approved by the advisory committee and 
section 61 as it now stands was included in S. 1451 as reported by the 
Senate Banking and Currency Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Comptroller of the Currency testified in support of this pro- 
vision (hearings, p. 162 


31. FDIC as conservator for national bank 
Errect oF CHANGE IN LAw 


Section 64 (j) (p. 68) provides for appointment of the Federal De- 
posit Insurance Corporation as conservator for an insured national 
bank when defalcation losses are heavy in relation to capital but not 
known in precise amounts. Under present law, in such cases the 
bank must either be placed in receivership with FDIC as receiver, or 
arrangements must be made for another bank to acquire its assets 
and assume its deposit liabilities. Under the new provision, FDIC 
could act as conservator for 30 days, while the extent of the defalca- 
tion is determined and a permanent solution is worked out. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Comptroller of the Currency (recommendation 33, 
October 1, 1956). The reasons given by the Comptroller for the 
proposed change are as follows: 


From time to time a situation arises in a national bank 
where a large defalcation is discovered that is sufficient to 
wipe out the capital structure. However, the full extent of 
the defaleation cannot be determined pending further in- 
vestigation and audit. Under existing statutes, immediate 
action is necessary to (1) place the bank in receive rship and 
name the Federal Deposit Insurance Corporation as receiver, 
or (2) arrange by means of a loan from the Federal Deposit 
Insurance Corporation for the acquisition of the sound 
assets and assumption of the deposit liabilities of the insolvent 
bank by another bank. It is impossible to determine in 
some cases which of the two courses is in the best interests 
of the Federal Deposit Insurance Corporation pending an 
accurate determination of the size of the defalcation and the 
extent of the insolvency. If the bank is insolvent by a small 
amount, it is usually advantageous and better judgment 
for the Federal Deposit Insurance Corporation to grant a 
loan against the unacceptable assets and permit the involvent 
bank to be taken over by another bank, as this eliminates all 
receivership expenses, If the extent of the insolvency is 
large, it is usually in the best interests, of the Federal Deposit 
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Insurance Corporation for the bank to be placed in receiver- 
ship, with the Federal Deposit Insurance Corporation named 
as receiver and the depositors of the bank protected up to 
$10,000 per depositor. 

The suggestion made herein would allow the necessary 
time to determine the full amount of the defalcation and the 
extent of insolvency without injury to the ultimate position 
of the Federal Deposit Insurance Corporation when the 
final determination is made as to the disposition of the bank. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND 
CURRENCY COMMITTEE 


The recommendation was approved by the advisory committee 
and included in S. 1451 as reported by the Senate Banking and 
Currency Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


‘Testimony supporting the provision was presented by the Comptrol- 
ler of the Currency (hearings, p. 162). 





32. Lawful reserves in Territories and possessions 
Errect oF CHANGE IN Law 


Section 68 (p. 72) relates to reserves of certain national banks out- 
side the 48 States. As rewritten, it does away with the present 
requirement that the Comptroller must approve the banks where 
these reserves are kept on deposit but requires that these reserves 
must be maintained in member banks of the Federal Reserve System. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change grew out of a recommendation to the Senate Banking 
and Currency Committee by the Comptroller of the Currency (recom- 
mendation 27, October 1, 1956). The reasons given by the Comp- 
troller for his recommendation are as follows: 


It is believed that the power given to the Comptroller to 
approve the national banks in which reserves of national 
banks located outside the continental United States may be 
placed is ineffective in that it would be very difficult for the 
Comptroller to refuse to approve a particular national bank, 
or to withdraw his approval once it had been given. The 
withdrawal of such approval or the refusal to give such ap- 
proval would undoubtedly cause rumors and doubts about 
the solvency of the bank not approved with perhaps serious 
harm resulting to that bank. Furthermore, should the 
Comptroller withdraw his approval and require such reserve 
deposits to be withdrawn from a particular bank and that 
bank shortly thereafter became insolvent, there might be 
serious questions raised as to whether the Comptroller was 
preferring one creditor of the insolvent bank over others. 
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It is believed that banks located outside the continental 
United States should select the national banks with which 
to keep their reserve deposits on the same basis on which 
other banks normally select the banks with which to carry 
correspondent balances. Substantially all banks carry cor- 
respondent balances with other banks and these corres- 
pondent banks are selected on the basis of management and 
capitalization. The banks outside the continental United 
States should be permitted to select the banks with which to 
carry their reserve balances on the same basis and the 
Comptroller of the Currency should not be required to 
approve the selections made, 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee 
with the suggestion that State member banks as well as national banks 
be recognized as eligible depositories for such reserves. S. 1451 as 
reported by the Senate Banking and Currency Committee contains 
both of these recommendations and retains the requirement of 
existing law that the depository banks be located in a central reserve 
or reserve city. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


‘Testimony supporting the provision was presented by the Comp- 
troller of the Currency (hearings, p. 163). 





TITLE Il. FEDERAL RESERVE ACT 
1. Branch buildings 


Errect oF CHANGE IN Law 


Section 4 (c) as rewritten (p. 74) removes the existing dollar ceiling 
on expenditures for building branch offices of Federal Reserve banks. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Reserve Board (recommendation 64, 
September 28, 1956). The reasons given by the Board for the 
proposed change are as follows: 

The Federal Reserve banks use their own funds in the 
construction or improvement of their physical facilities, in- 
cluding their branch buildings and equipment. No appro- 
priation of Government funds is involved. Federal Reserve 
bank buildings and branch buildings are capitalized—that is, 
carried as assets of the bank. Since a fimitation on the 
expenditures for Federal Reserve bank branch buildings 
were first placed in the law in 1922, it has been necessary in 
1947 and again in 1953 to amend the statutory limitation in 
order to provide for further branch construction and improve- 
ment that was found to be essential to increased activity of 
the branches. While most of the need for the next few 
years for physical expansion at the branches has been taken 
care of, it is probable that improvement and modernization 
wil be necessary from time to time in the future, with the 
result that the dollar limitations in the law again would 
require change. However, even without the statutory 
dollar limitations recommended for repeal, the recommenda- 
tion would require approval of the Board for any such ex- 
pansion. This would mean that, as in the past, the Board 
would continue to consider and would have to approve the 
proposed construction or improvement in the light of the 
needs of the branch, the type of proposed construction, the 
reasonableness of the costs, and whether the construction 
was generally in keeping with the prevailing economic 
situation. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 
included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 
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TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


This provision was endorsed by the Federal Reserve Board in its 
statement to the committee (hearings, p. 19). See also Chairman 
Martin’s testimony in response to questioning by Congressman Multer 
(hearings, p. 535) and data on bank premises of Federal Reserve banks 
and branches (hearings, p. 540). 


2. Payment of 90 percent of earnings to Treasury 
Errect oF CHANGES IN LAW 


Section 7 (b) (p. 76) would require each Federal Reserve bank, 
after payment of dividends and provision for reserves, to transfer 
10 percent of its annual net earnings to surplus and pay the remain- 
ing 90 percent to the United States as a franchise tax. Virtually the 
same result is now accomplished by requiring the Federal Reserve 
banks to pay interest on the amount of their outstanding Federal 
Reserve notes less the amount of gold certificates pledged as collateral 
security against such notes. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change is 1 of 2 alternatives recommended to the Senate Bank- 
ing and Currency Committee by the Federal Reserve Board (recom- 
mendation 54, September 28, 1956). The reasons given by the Board 
for the proposed change are as follows: 


Prior to 1933 each Federal Reserve bank was required by 
the provisions of section 7 of the Federal Reserve Act to pay 
a franchise tax to the United States equal to 90 percent of 
its net earnings, after it had accumulated a surplus equal to 
its subscribed capital. Up until the end of 1932 Federal 
Reserve banks had paid franchise taxes to the United States 
Treasury amounting to $149 million and at that time the 
Federal Reserve banks had accumulated surplus accounts of 
$278 million as compared with subscribed capital aggregating 
$302 million. The Banking Act of 1933 providing for the 
establishment of the Federal Deposit Insurance Corporation 
required each Federal Reserve bank to pay an amount equal 
to one-half of its surplus on January 1, 1933, as a subscription 
to the capital stock of the Corporation. These subscriptions 
amounted to $139 million and reduced the surplus of the 
Federal Reserve banks to an equivalent figure, or consider- 
ably less than one-half of their subscribed capital. Congress, 
therefore, eliminated the franchise tax in order to permit 
the Federal Reserve banks to build up their surplus accounts 
from poe earnings. 

Net earnings for the next 10 years were relatively small and 
at gs end of 1944 the combined surplus accounts of the 
Federal Reserve banks were less than 75 percent of their 
subscribed capital. During the next few years, however, 
net earnings increased substantially due primarily to large 
holdings of Government securities. This made possible 
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transfers to surplus accounts, which increased the combined 
surplus of the Federal Reserve banks to approximately 
$440 million at the end of 1946 as compared with subscribed 
capital of nearly $374 million. 

In these circumstances, the Board concluded in 1947 that it 
would be appropriate for the Federal Reserve banks to pay 
to the Treasury the bulk of their net earnings after providing 
for necessary expenses and a statutory dividend on stock. 
For this purpose the Board invoked its authority under sec- 
tion 16 of the Federal Reserve Act, which provides that each 
Federal Reserve bank shall pay such rate of interest as may 
be established by the Board on the amount of its outstanding 
Federal Reserve notes less the amount of geld certificates 
held by the Federal Reserve agent as collateral security. 
The Board, accordingly, decided to establish such rates of 
interest as would make it possible to transmit to the Treasury 
approximately 90 percent of net earnings after dividends 
of each of the Federal Reserve banks for the year 1947, and 
this has been done annually since that time. By thus invok- 
ing its authority under section 16, the Board has been able 
to accomplish the same re ane as were accomplished by the 
payment of a franchise tax, i. e., the payment of excess earn- 
ings of the Federal Reserve hiecslen to the Government. 

In each annual report since that time, the Board has 
informed Congress as to the amounts paid by the Federal 
Reserve banks to the Treasury as interest on Federal 
Reserve notes. The aggregate amount paid by the Fed- 
eral Reserve banks to the United States under this authority 
for the years 1947 ~ 1955, inclusive, is $2,049 million, the 
payment for the year 1955 being over $251 million. 

[t will be revallad: that the report of the Subcommittee 
on General Credit Control and Debt Management of the 
Joint Committee on the Economic Report in 1952 included 
a statement that while the subcommittee approves of the 
action of the Board by which earnings have been paid to 
the Treasury since 1947, it believes that it would be better 
if provision for such return were made by legislative action. 

[In view of the volume of earnings of the Federal Reserve 
banks in recent years and the present amount of their sub- 
scribed capital stock, $639,106,000, and the present amount 
of their combined surplus $693,612,000, it is believed that a 
part of the earnings of the Reserve banks should annually 
be paid to the United States. This might be done in 1 of 
2 ways: 

By action of the Board of Governors. provisions of the 
Federal Reserve Act are specific in authorizing the Board of 
Governors to establish a rate of interest to be paid by a 
Federal Reserve bank on its outstanding Federal Reserve 
notes not covered by gold, and the discretion of the Board 
in this regard is unrestricted by the terms of the statute. 
Accordingly, it is the Board’s opinion that it is clearly 
authorized to require the Federal Reserve banks to take the 
action it did in 1947 and annually since that time. 

However, - authority to take this action has been ques- 
2254458 
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tioned in some quarters and the procedure involved is some- 
what complicated in the calculation of the amounts of the 
payments. To clarify this matter, the Board could be 
given a specific authority or direction to require the Federal 
Reserve banks to transfer annually to the United States 
such portion of their net earnings as the Board may deem 
appropriate in the circumstances, without the necessity for 
relating the requirement to outstanding Federal Reserve 
notes not covered by gold collateral. Such an amendment, 
if acceptable to Congress, would put at rest all questions in 
the matter and would simplify the mechanics of the opera- 
tion. 

By restoration of the franchise taz—The other method of 
accomplishing the desired result would be to restore to the 
law a provision requiring each Federal Reserve bank, when- 
ever its surplus equals or exceeds the amount of its sub- 
scribed capital stock, to pay annually to the United States 
as a franchise tax 90 percent of net earnings after provision 
for expenses and dividends and such reserves for contin- 
gencies as may be necessary. ‘This would in effect restore 
the situation as it existed prior to 1933. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee, 
which indicated a preference for the franchise tax method. Accord- 

ingly, this provision was included in S. 1451 as reported by the 
Senate Banking and Currency Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the Federal 
Reserve Board (hearings, p. 19). See also the exchange between 
Congressman Patman and Governor Robertson (hearings, p. 46). 


3. Rotation of directors of Federal Reserve banks and members of 
Federal Advisory Council 


Errect oF CHANGE IN Law 


Section 8 (a) (p. 77) provides that any member of the Federal 
Advisory Council who has served 6 consecutive terms of 1 year each 
shall be ineligible to serve again as a member of the Council for 3 

ears. 
r Section 17 (a) (p. 88) provides that a director of a Federal Reserve 
bank who has served 2 consecutive terms of 3 years each shall be 
ineligible to serve again as a director for 3 years except that the 
Chairman of the Board of Directors may serve 3 consecutive 3-year 
terms. 
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ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee PY the Federal Reserve Board (recommendation 52, 
September 28, 1956). The reasons given by the Board for the proposed 
change are as shies: 


A certain degree of rotation in the directorates of the 
Reserve banks and the membership of the Federal Advisory 
Council is desirable in order to obtain the advantages of 
broader representation and wider experience over a period of 
time. Such rotation would help to bring a wider variety of 
experience into the councils of the Federal Reserve System 
and would also help to bring about a more widespread knowl- 
edge of System policies and problems. It would thus 
serve the public interest in both directions. At the same 
time, the length of service permitted under the proposed 
amendment would be adequate to assure for the System 
and the public interest the benefits of suitable continuity 
of policy and acquired experience. 

In connection with the appointment of class C directors 
of the Federal Reserve banks, the Board as a matter of 
policy does not reappoint any such director who has served 
2 full terms of 3 years each, except that the class C director 
who is designated by the Board as Chairman and Federal 
Reserve agent may serve for a total of not toexceed 3 full 
terms. The proposed amendment would limit the terms of 
service of all directors, class A and class B, as well as class C 
directors, but would continue to permit an exception as to 
the Chairman. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was disapproved by the advisory committee, 
which recommended, instead, that “the terms of service of Federal 
Reserve bank directors and members of the Federal Advisory Council 
should be determined by the respective Federal Reserve banks.” 
The advisory committee felt “that advantages of preserving and 
promoting the autonomy of the Federal Reserve banks outweigh the 
possible benefits from rotation and the present system has’ been 
beneficial.” Nevertheless, the Senate Banking and Currency Com- 
mittee followed the Federal Reserve Board’s recommendation, 
providing for rotation of members of the Advisory Council in section 
8 (a), and of directors of the Federal Reserve banks in section 17 (a), 
of title II of S. 1451 as reported to the Senate. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Federal Reserve Board endorsed these provisions in its formal 
statement to the committee (hearings, p. 20); see also Governor 
Robertson’s testimony in answer to Congressman Breeding’s questions 
(hearings, p. 42), and Chairman Martin’s answer to Congressman 
Talle’s question (hearings, p. 370). 
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4. Majority vote of Board members 
Errect oF CHANGE IN Law 


Section 10 (b) relates to discounts by Federal Reserve banks of 
certain business obligations when authorized by the Federal Reserve 
Board. Under present law this authorization must be given by the 
affirmative vote of not less than five members of the Board. As re- 
written this authorization may be given by a majority of the Board 
members in office. Similar changes to authorize action by a majority 
of the Board rather than by a specified number are made in section 
39 (b) (p. 117) and section 42 (p. 121). 


ORIGIN OF PROPOSED CHANGE AND REASONS 


A change to permit action by a majority of a quorum was recom- 
mended to the Senate Banking and Currency Committee by the Fed- 
eral Reserve Board (recommendation 66, September 28, 1956). The 
reasons given by the Board for its recommendation are as follows: 


The several provisions of law quoted above require that the 
particular Board action authorized by each such provision 
be taken only upon the concurrence of a specific number of 
the members of the Board. In each case concurrence by 
more than a majority of a quorum is required. However, 
the Board actions authorized by such provisions would seem 
to be no more important than other actions which the Board 
is authorized to take and with respect to which there is no 
specific statutory requirement for a concurrence of a specified 
number of the members of the Board. In these latter situ- 
ations, the general rule of law requiring concurrence by a 
majority of a quorum is applicable. No reason is known why 
this rule should not be applicable to all actions of the Board, 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The Board’s recommendation was disapproved by the advisory 
committee, which recommended, instead, that ‘‘the Board should act 
in all matters upon the affirmative vote of not less than a majority 
of the members of the Board in office at the time.”” The Senate Bank- 
ing and Currency Committee followed the advisory committee’s rec- 
ommendation as to number of votes required, but applied it only to 
matters where more than a majority of a quorum is now required. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


This change was supported by the Federal Reserve Board’s formal 
statement to the committee (hearings, p. 20) and was opposed by the 
AFL-CIO on the ground it might lead to a situation where the Presi- 
dent would fail to fill vacancies on the Board (hearings, p. 1710). 
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5. Repeal of business loan authority 
Errect oF CHANGE In Law 


Section 13 (p. 83) omits the existing authority for Federal Reserve 
banks to make working capital loans and commitments to established 
industrial or commercial businesses. Section 805 (b) (p. 250) directs 
the Federal Reserve banks to repay to the Treasury amounts pre- 
viously paid to the Reserve banks by the Treasury (about $27.5 
million) from appropriations for such loans. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


During the Senate hearings, Senator Robertson asked Governor 
Robertson of the Federal Reserve Board whether this authority should 
be repealed; the Senator pointed out the Board had recommended 
re peal in the past. Governor Robertson replied as follows: 

‘I think it very inappropriate for a Reserve bank to be making 
extensions of credit to business, using reserve dollars as distinguished 
from ordinary dollars. 

“The extent to which the Federal Reserve System puts new reserves 
into the stream should depend upon the needs and requirements of 
monetary policy and not the needs of someone for funds with which 
to conduct a business. Therefore, I think that I could speak for the 
entire Board, although this wasn’t specifically considered in prepara- 
tion for this hearing. I would say that the entire Board would be in 
favor of repealing section 13 (b).”’ 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


Governor Robertson’s recommendation was approved by the 
advisory committee and this authority was omitted from S. 1451 as 
reported by the Senate Banking and Currency Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Repeal of this authority was endorsed by the Federal Reserve Board 
in its formal statement (hearings, p. 20). 





6. Residence of directors of Federal Reserve banks 
Errect oF CHANGE IN LAW 
Section 17 (a) (p. 88) provides that each director of a Federal 


Reserve bank shall reside within the bank’s district or within 50 miles 
of the bank. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


The Federal Reserve Board recommended to the Senate Banking 
and Currency Committee that the law be amended to provide “that 
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every Federal Reserve bank director shall be a resident of the district 
of the Federal Reserve bank on whose Board he is serving, and that 
he shall cease to be a director when he ceases to be a resident of that 
district.”” (Recommendation 51, September 28, 1956.) This involved 
applying to class A and B directors a residence requirement which has 
always applied to class C directors, as well as an additional requirement 
for all three types that they continue to be residents during their terms. 
The advisory committee disapproved this recommendation in part; 
they did not object to applying the requirement to all directors and 
continuing it throughout their term, but they felt that qualification 
should be based on principal place of business rather than residence. 
As an alternative, the advisory committee suggested an amendment 
to ‘‘permit persons resident within a 50-mile radius of each Reserve 
city to serve on the board of the Federal Reserve bank in that city 


as well as persons who are resident within the district of that Federal 
Reserve bank.”’ 


ACTION BY SENATE BANKING AND CURRENCY COMMITTEE 


The Senate Banking and Currency Committee followed the Board’s 
recommendation, as modified by the alternative recommendation of 
the advisory committee, in S. 1451 as reported to the Senate. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


This provision was endorsed by the Federal Reserve Board in its 
statement before the committee (hearings, p. 20). The alternative 
of a requirement based oi: principal place of business was advocated 
by United States Chamber of Commerce (hearings, p. 1211). 





Federal Reserve agents 
Errect oF CHANGE IN LAW 


Section 19 (p. 90) eliminates the present requirement that Federal 
Reserve agents and assistant Federal Reserve agents shall be persons 
of “tested banking experience.” It also provides that a Federal 
Reserve agent may delegate duties of a ministerial character to assist- 
ant Federal Reserve agents. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Reserve Board (recommendation 53, 
September 28, 1956). The reasons given by the Board for the proposed 
change are as follows: 


Under the provisions of existing law, the Federal Reserve 
Board is required to appoint 3 of the 9 directors of each 
Federal Reserve bank and to designate one of the directors 
appointed by it as chairman and Federal Reserve agent. The 
person so designated is required to have “tested banking 
experience” but is forbidden to be a director, officer, employee 
or stockholder of any bank. 
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Under the law, the duties prescribed for the chairman as 
such are to preside at meetings of the board of directors, to 
conduct elections of class A and class B directors, and to 
report to the board with his recommendations any undue use 
of bank credit by member banks. 

As Federal Reserve agent, he is required to maintain a local 
office of the Board on the premises of the Federal Reserve 
bank, to act as the official representative of the Board for the 
performance of the functions conferred upon it by the Federal 
Reserve Act and to perform any statutory duties of a tech- 
nical and supervisory nature, such as attending to the 
issuance and retirement of Federal Reserve notes, holding 
and releasing collateral therefor and instituting proceedings 
for the removal of officers and directors of member banks for 
violations of law or continuation of unsound practices. 

The duties of the Federal Reserve agent are thus largely 
of a ministerial character. There is no sound reason why 
these duties should necessarily be personally performed by 
the Federal Reserve agent who, as chairman of the board of 
directors, must devote his attention to matters of policy in- 
volved in the operations of the Federal Reserve bank. As 
a matter of practice, the agent delegates many of his mini- 
sterial functions to assistants. It would seem desirable, 
however, to clarify the fact that the Federal Reserve agent 
has authority to delegate to an assistant Federal Reserve 
agent any of his duties which are of a ministerial character 
and also to authorize an assistant agent to act in lieu of the 
agent not only during the absence or disability of the agent 
but also during a vacancy in his office. 

Moreover, under existing law, both the Federal Reserve 
agent and assistant Federal Reserve agents must be persons 
of “tested banking experience.’”’ However, their duties are 
not such as to require tested banking experience, and the 
requirement adds to the difficulty of finding qualified men to 
serve as chairmen of the boards of directors of Federal Re- 
serve banks. Accordingly, it is believed that the provision 
for tested banking experience might be eliminated from the 
law, leaving to the discretion of the Board of Governors of 
the Federal Reserve System the determination of the ques- 
tion whether a person to be appointed is properly qualified 
for the position. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 
included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 





8. Reports of State member banks 
Errect oF CHANGE IN Law 


Section 23 (b) (p. 95) continues the present requirement of three 
reports of condition each year from each State member bank to its 
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Federal Reserve bank, but eliminates the similar requirement as to 
reports of payment of dividends. Under the new section 23 (b) a 
State member bank would be required to make dividend reports only 
at such times as the Board requires. The Board could call for rela- 
tively simple reports of condition from smaller banks and more detailed 
reports from larger banks; it could also call for special reports when 
necessary. Existing provisions requiring publication of reports of 
condition are replaced by provisions authorizing the Board to require 
such publication. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change grew out of a broader recommendation to the Senate 
Banking and Currency Committee by the Federal Reserve Board 
(recommendation 58, September 28, 1956). The reasons given by 
the Board for the proposed change are as follows: 


The existing provisions of law (like the corresponding pro- 
visions of the National Bank Act) have been interpreted as 
requiring the submission of reports by every State member 
bank on uniform report forms. There are wide differences in 
the nature and scope of operations of banks; some are small, 
serving primarily local needs, while others are large, conduct- 
ing widely diversified banking operations. Some are single- 
office institutions and others operate branches in varying 
numbers. Consequently, a single. uniform report form that 
adequately reveals the condition and operations of a large 
bank may be too burdensome for hundreds of small banks. 

If the Board had the broader power above suggested, it 
could ca!l for relatively simple reports from the great majority 
of State member banks and obtain the more detailed reports 
only from the larger banks engaged in a variety of banking 
operations. * * * 

Under the above-quoted provisions of existing law, every 
report of condition submitted by a State member bank must 
be published, regardless of whether the Board of Governors 
deems publication necessary or desirable and regardless of 
the fact that nearly all State authorities may require publica- 
tion of reports by State banks, member and nonmember 
alike. There is no corresponding mandatory publication 
requirement applicable to similar condition reports required 
by the Federal Deposit Insurance Corporation from insured 
nonmember banks. There is, in fact, no requirement that 
the Corporation call for not less than three reports annually, 
and in practice it calls for reports semiannually. Removal 
of the mandatory requirements for publication would do 
away with overlapping in some instances between State and 
Federal requirements and would reduce the burden and cost 
to State member banks. 

If the above proposals are given favorable consideration, 
presumably they will suggest consideration of corresponding 
provisions of law pertaining to national banks and insured 
nonmember banks, respectively. 
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ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The Board’s recommendation was disapproved by the advisory 
committee, which objected to certain features eliminated from the 
present provision. The Senate Banking and Currency Committee 
modified the provision because of the objections of the advisory com- 
mittee, and included it (together with corresponding changes in sec, 


52 of title I, relating to reports by national banks) in S. 1451 as 


reported to the Senate. 
TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The provision was endorsed by the Federal Reserve Board in its 
statement to the committee (hearings, p. 20). 


9. Stock acquisitions in connection with absorptions 
Errect oF CHANGE IN Law 


Section 23 (d) (p. 96) would permit a State member bank, with the 
approval of the Board, to purchase and hold for not more than 90 
days the stock of another bank in connection with the proposed 
absorption of the other bank. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change grew out of a recommendation to the Senate Banking 
and Currency Committee by the Federal Reserve Board (recom- 
mendation 60, September 28, 1956). The reasons given by the 
Board for the proposed change are set forth in the discussion of the 
corresponding provision for national banks (sec. 32 (b) of title I). 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the Advisory Committee 


with a slight change and included in 8. 1451 as reported by the Senate 
Banking and Currency Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


(See the discussion of sec. 32 (b) of title I, on p. 14 of this print.) 


10. Number of directors of State member banks 
Errect oF CHANGE IN LAw 


Section 23 (e) (p. 96) continues the existing requirement that a 
State member bank must have not less than 5 nor more than 25 
directors but exempts from this requirement any bank the majority 
of the stock of which is owned by a State. 
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ORIGIN OF PROPOSED CHANGE AND REASONS 


This amendment was adopted by the Senate Banking and Currency 
Committee without formal recommendations from the Federal Reserve 
Board or the Advisory Committee. The reason for the amendment is 
that the State of Delaware owns the majority of stock in a State bank 
that must have 27 directors under State law. The amendment would 
permit this bank to become a member of the Federal Reserve System. 





11. Shareholders’ list 
Errect oF CHANGE IN LAW 


Section 23 (f) (p. 96) would require each State member bank to 
keep a list of stockholders; to transmit such lists to the Board within 
10 days of any demand for it; and to notify the Board of any single 
transaction involving the transfer of 10 percent or more of the out- 
standing shares of the bank. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This provision was included in 8. 1451 as reported by the Senate 
Banking and Currency Committee, in conformity with comparable 
requirements applying to national banks under section 22 of title I. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Federal Reserve Board testified in support of the provision 
(hearings, p. 21), as did the Chairman of the Advisory Committee 
(hearings, p. 981). 


12. Disclosure of beneficial interests in State member bank stock 
Errect oF CHANGE IN LAW 


Section 23 (g) (p. 96) applies where someone other than the record 
owner has a beneficial interest in stock of a State member bank, and 
the stock involved is more than 5 percent of the bank’s total out- 
standing stock. It requires the record owner in such a case to notify 
the Board of the name of the beneficial owner. 


BACKGROUND AND TESTIMONY BEFORE HOUSE BANKING AND CURRENCY 
COMMITTEE 


This provision conforms to similar provisions in titles I and III. 
For the background of these provisions and the testimony before the 
House Banking and Currency Committee see the discussion of the 
corresponding provision for national banks, section 23 of title I, on 
page 8 of this print. 





“ 
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13. Member banks’ investment in bank premises 


Errect oF CHANGE IN LAW 


Section 23 (h) (p. 97) provides that a State member bank must 
obtain the Board’s approval before investing in bank premises in 
excess of 100 percent of its capital stock or 50 percent of capital and 
surplus, whichever is greater. Under present law such approval must 
be obtained if the investment exceeds 100 percent of capital stock. 


BACKGROUND AND TESTIMONY BEFORE HOUSE BANKING AND CURRENCY 
COMMITTEE 


This provision conforms to a similar provision relating to national 
banks (sec. 43 of title 1). See the discussion of that provision on 
page 24 of this print, for the background of the provisions and the 
testimony concerning them. 


14. Board’s power to require independent audit of State member 
banks 


Errect oF CHANGE IN LAw 


Section 24 (c) (p. 99) authorizes the Board to order an audit of a 
State member bank by an independent auditor whenever the Board 
deems it necessary. 


BACKGROUND AND TESTIMONY BEFORE HOUSE BANKING AND CURRENCY 
COMMITTEE 


This provision conforms to similar provisions in titles I and III. 
For the background of these provisions and the testimony concerning 
them before the House Banking and Currency Committee, see the 
discussion of the corresponding provision for national banks, section 
48 (c) of title I, on page 26 of this print. 


15. Confidentiality of examination reports 
EFFrect oF CHANGE IN Law 


Section 24 (f) (p. 100) makes the reports of examinations made under 
the direction of the Board or the Federal Reserve banks, together with 
related information, privileged against disclosure without the Board’s 
consent, although available to congressional committees. 


BACKGROUND AND TESTIMONY BEFORE HOUSE BANKING AND CURRENCY 
COMMITTEE 


This provision conforms to a similar provision in title I. The 
Federal Reserve Board endorsed the provision in its eae before 
the House Banking and Currency Committee (hearings, p. 21). See 
also, the discussion of the corresponding provision for ceniseahed banks, 
section 50 of title 1, on page 27 of this print. 
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16. Loans to executive officers 
Errect oF CHANGE IN Law 


Section 28 (e) (p. 102) relaxes the existing prohibition against loans 
by member banks to their executive officers. Loans not exceeding 
$2,500 are now exempt from this prohibition if approved by a majority 
of the entire board of directors. The new act raises this exemption 
to $5,000 and such exempted loans could be made without the prior 
approval of the board of directors. In addition, the requirement 
that borrowings by executive officers from other banks be reported 
to the executive officer’s own bank would be eliminated where the 
amount of the officer’s debt does not exceed $15,000 in the case of a 
home mortgage loan or $5,000 in other cases. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


The increase from $2,500 to $5,000 was recommended to the Senate 
Banking and Currency Committee by the Federal Reserve Board 
(Recommendation 81, September 28, 1956). The reasons given by 
the Board for the proposed change are as follows: 


When the prohibition against loans by member banks to 
their executive officers was incorporated in the law by the 
Banking Act of 1933, it was considered appropriate to exempt 
loans not exceeding $2,500. Since 1933, economic conditions 
have changed very considerably; and it would seem reason- 
able to increase the exemption to at least $5,000. It is 
believed that such an increase would not be inconsistent with 
the purposes of the basic prohibition. 


The recommendation was approved by the Advisory Committee, 
which also recommended the second change now incorporated in the 
bill. The Advisory Committee gave the following reasons for this 
change: 


In this day of installment and time price buying, there 
undoubtedly exists many instances where an officer’s time 
price obligation turns up in a member bank without his 
ever being aware of the fact. Even when a direct loan is 
involved, compliance with the statute is burdensome and 
embarrassing. Here likewise the committee feels that there 
should be some relaxation on the duty of reporting (as there 
is an exemption in the matter of making a loan from his 
own bank) loans from or indebtedness to a member bank 
other than his employer. 


ACTION BY SENATE BANKING AND CURRENCY COMMITTEE 


The two changes referred to above were incorporated in the bill as 
reported by the Senate Banking and Currency Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The provision was endorsed by the Federal Reserve Board in its 
statement to the committee (hearings, p. 21). The American Bankers 
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Association supported the provision and asked for further exemption 
to permit member banks to make home loans up to $25,000 to their 
executive officers (hearings, p. 1045). The United States Chamber 
of Commerce endorsed the increase from $2,500 to $5,000 (hearings, 
p. 1211). 





17. Removal of officers and directors 
Errect oF CHANGE IN Law 


Section 29 (p. 104) revises the procedure under which the Federal 
Reserve Board may remove an officer or director of a State member 
bank. Under present law to remove an officer or director the Board 
must find he ‘‘continued”’ to violate a banking law or to engage in an 
unsound practice after the Federal Reserve agent had warned him 
against it. Under the new act the Board could remove him on the 
basis of a single violation or unsound practice after warning, and the 
warning would be given by the Board instead of the Federal Reserve 
agent. This new section continues existing provisions for court re- 
view of the Board’s removal action but provides for review ‘‘on the 


weight of the evidence” rather than under the substantial evidence 
rule as now provided. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


The change as to the warning being given by the Board rather than 
the agent was recommended to the Senate Banking and Currency 
Committee by the Federal Reserve Board (recommendation 84, Sep- 
tember 28, 1956). The reasons given by the Board for the proposed 
change are as follows: 


Shortly after the enactment of the Banking Act of 1935 
the duties of the Federal Reserve agent, other than those 
specified by statute, were transferred to the Federal Reserve 
bank, thus placing the Chairman of the Board of Directors 
of the Reserve bank (who is the same person as the Federal 
Reserve agent) on a part-time basis and devoting his atten- 
tion to major matters of policy rather than detailed admin- 
istration. Consequently, in situations where section 30 
might be invoked, the Federal Reserve agent is not now in 
a position to be familiar with the facts or to form a first-hand 
opinion as to the desirability of issuing the warning and later 
instituting a proceeding for removal. 

The 1933 provision for the Federal Reserve’ agent to issue 
the warning and certify to a later violation of the warning 
was apparently an effort to separate the function of prosecu- 
tion from that of adjudication. However, that separation 
was only partial and largely ineffective, since the Federal 
Reserve agent, as his name implies, is an agent of the Board. 
It is unsound and unrealistic to charge him with detailed 
statutory responsibilities which may conflict with his duties 
assuch anagent. The Administrative Procedure Act, passed 
in 1946, has since prescribed carefully worked out rules for 
the separation of functions that apply in all administrative 











54 CHANGES INCORPORATED IN FINANCIAL INSTITUTIONS ACT 


proceedings. Those rules are both more flexible and more 
effective than the rigid assignment of functions to the Fed- 
eral Reserve agent in section 30 of the Banking Act of 1933, 
and that assignment of functions should now be repealed. 


This recommendation was approved by the advisory committee 
and included in 8S. 1451 as reported by the Senate Banking and 
Currency Committee. 

The other two changes were made to conform with the corre- 
sponding provision for national banks, section 29 of title I. For the 
background of these provisions and the testimony concerning them 
before the House Banking and Currency Committee, see the discus- 
sion of section 29, title I, on page 11 of this print. 


18. Double liability of shareholders 
Errect oF CHANGE IN Law 


Section 30 (p. 104) eliminates the existing provision for double 
liability of Federal Reserve bank shareholders. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Reserve Board (recommendation 48, 
September 28, 1956). The reasons given by the Board for the pro- 
posed change are as follows: 


The above provision of law imposing double liability with 
respect to the stock of the Federal Reserve banks, is 2 part of 
the Federal Reserve Act as originally enacted in 1913. At 
that time double liability was a common feature of bank 
stock. However, under the provisions of the Federal Reserve 
Act, member banks have never been required to pay more 
than one-half of the price of the total Federal Reserve bank 
stock to which they must subscribe under the law. While 
the remaining one-half is payable on call of the Board, the 
need for such a call has never arisen and none has been made. 
As a practical matter, therefore, Federal Reserve bank stock 
is subject to double liability quite aside from the provision of 
law quoted above. Accordingly, continuation of such pro- 
vision clearly would seem to be unnecessary. It may be 
noted, in addition, that double liability has been terminated 
as to national bank stock and the stock of many State banks. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 
included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 
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19. Holding company affiliates 
Errect or CHANGE IN Law 


The reserve of readily marketable assets required to be maintained 
by a “holding company affiliate’ may, under present law, be used 
only for replacement of capital in affiliated banks. Section 33 (b) (3) 
of the bill (p. 109) would permit such reserve to be used also for addi- 
tions to capital of affiliated banks. A new provision would make 
it necessary, where there are several holding company affiliates with 
respect to the same member banks, for only one of such holding 
company affiliates to maintain the reserve of readily marketable assets, 
if such company is designated by the Board and all of the stock of 
the affiliated banks which is directly or indirectly owned or controlled 
by the various holding company affiliates is owned or controlled, 
directly or indirectly, by the designated company. 


ORIGIN OF PROPOSED CHANGE AND RBEASONS 


The change permitting one holding company affiliate to maintain 
the required reserve was recommended to the Senate Banking and 
Currency Committee by the Comptroller of the Currency (recom- 
mendation 16, September 28, 1956). The Comptroller gave the 
following reasons for this recommendation: 


The purpose of this statute is to require that a holding 
company affiliate of a member bank must establish and main- 
tain out of net earnings over and above 6 percent per annum 
on the book value of its own shares outstanding a reserve of 
readily marketable assets in an amount of not less than 12 
percent of the aggregate par value of bank stocks controlled 
by it. The purpose of this requirement is to insure that a 
holding company affiliate owning bank stock will be in a 
position to aid the banks by replacement of capital in the 
event that losses make such replacement necessary. When 
such a reserve has been established and is maintained by a 
holding company affiliate directly owning bank stocks, there 
would seem to be no reason why parent companies of the hold- 
ing company affiliate should also be required to maintain such 
reserves. In 1 case which recently came to our attention a 
single group of banks had 4 holding company affiliates in 
vertical alinement. Under these circumstances, and under 
the interpretation placed on this statute by the Board of 
Governors of the Federal Reserve System, each of these 
parent companies would be required to maintain the specified 
reserves so that in effect reserves of 48 percent rather than 
12 percent would be required. This requirement would be a 
major deterrent to nonmember State banks owned by the 
holding company affiliate giving consideration to conversion 
into national banks. There is no justification for such a re- 
quirement and the language of this statute should be 
rewritten to bring it into conformity with the intent of 
Congress. 
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The advisory committee approved this recommendation, and further 
recommended an amendment to permit use of the required reserves 
for additions to capital as well as replacement of capital. 


ACTION BY SENATE BANKING AND CURRENCY COMMITTEE 


The Senate Banking and Currency Committee included both 
changes in S. 1451 as reported to the Senate. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The change permitting one holding company affiliate to maintain 
the required reserve was endorsed by the Federal Reserve Board 
(hearings, p. 21). It was opposed by the Independent Bankers 
Association on the ground it “is advantageous to bank holding com- 
panies and therefore, of course, detrimental to independent banking” 
(hearings, p. 1168). 

The change permitting use of reserves for additions to capital was 
opposed by the Federal Reserve Board on the ground that such use 
might deplete the reserves so that they would not be sufficient for 


their primary purpose of assistance in times of stress or emergency 
(hearings, p. 23). 





20. Audits of Federal Reserve Board’s accounts and examination of 
Federal Reserve banks 


Errect oF CHANGE IN LAW 


Section 38 (h) (p. 115) would require the Federal Reserve Board 
to have its accounts audited annually by a firm of certified public 
accountants. Reports of such audits would be required to be trans- 
mitted to the Banking and Currency Committees of the Congress. 

Section 39 (m) (p. 118) provides that the Board shall take suitable 
measures to assure that examinations of the Federal Reserve banks 
meet the highest standards of commercial audits; and for that pur- 
pose it authorizes the Board to arrange for certified public accountants 
to review the adequacy of the procedures followed in examining Re- 
serve banks. It also provides that copies of examination reports shall 
be transmitted to the Committees on Banking and Currency of the 
Congress. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by Governor Robertson of the Federal Reserve Board 
(recommendation 85A, November 9, 1956). The reasons given by 
Governor Robertson for the proposed change are as follows: 

With respect to the Board itself, in 1952 we engaged in 
the practice, which we think should be mandatory, of having 
outside firms of qualified public accountants go over the books 
and records of the Board, with no strings whatsoever at- 
tached. They have complete freedom to make whatever 
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audit they think is appropriate, and they do, and we’ve 

benefited highly from that. We think that’s the way in 

which it should be done. 
Now, we have sent copies of the reports of examination of 
the Federal Reserve banks to the Senate and House Banking 
and Currency Committees upon request. We have sent to 
the same committees the certificates of the certified public 
accountants each year that we have referred to, either in our 
annual report or by special submission. 

We have reached the point now where we think, in view of 
all the talk that goes on about auditing in the Federal Re- 
serve System, that Congress should take it upon itself to 
make mandatory the use of a firm of certified public account- 
ants to audit the Federal Reserve Board, and that we should 
be required to submit those audits to the committees of Con- 
| gress, and that the auditors should be obliged to come before 
| the committees of Congress and explain any defects, and that 

we, the Board, ought to be obliged to submit reports with 
respect to every criticized item in that report. 

And we also should be compelled by legislation to submit 
to those committees the reports of examination of the Federal 
Reserve banks themselves. We would hope that they would 
be treated confidentially by the Congress, but that’s up to 
the Congress to decide. Now, that’s where we stand at the 
moment. 

Mr. Cravens. You wouldn’t want the statute to provide 
for a certified public accountant with respect to each bank, 
would you? Or wouldn’t you continue your own audit? 

Mr. Ropertson. We would want to continue our own, but 
I think it might be very appropriate for the statute to say 
that, in order to make those examinations of the Federal 
Reserve banks the best possible, we ought to have the author- 
ity, or, at least, the statute ought to indicate that’s what we 
are doing and compel us, if you desire, to utilize the services 
of an outside firm, and not the same firm for more than 3 
years. It ought to be rotated, so we can get a fresh look at 
it once in a while. The firm should overlook the operations, 
see whether or not we’re doing a good job, and, if not, tell us 
how to do it better. And that should be submitted to the 
committees. ’ 

| Mr. Cravens. Do you think that’s preferable to the 
| General Accounting Office? 

Mr. Rosertson. I do. Just a pure audit by General 
Accounting Office isn’t of great importance by itself, as far 
as I see it. It’s just another agency making an audit. And 
I have no reason to think they are not just as honest as any- 
one else, but, from my point of view, I think that is just a . 
wedge, a foot in the door toward destroying the independence 
of the Federal Reserve System. There are many people who 
disagree with this, but this is the way I feel about it. 

There are two agencies here which are agents of Congress 
itself. One is the General Accounting Office, and one is the 
Federal Reserve System. Now, you could say, “Well, this 
is Congress making the audit itself if it uses its agent.” My 
22544—58——5 
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answer to. that is that then what you're doing is setting be- 
tween one independent agency and Congress another agency, 
so that that agency reports to Congress, really, through an 
intermediary that’s another agent. You might just as well 
ask the question: “Well, who’s going to audit the auditor?’ 

And my contention is that you ee confidence in our 
agency and require outside audit—I’m all in favor of that— 
but don’t require us to go through another agency. If you 
do that, the next step is to go beyond an agent.of Congress and 
take the Bureau of the Budget or some agency of the political 
administration that happens to be in power at the moment, 
whichever one it is, 

You gradually might break down the independence of the 
Federal Reserve System, and I think that’s undesirable. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND 
CURRENCY COMMITTEE 


The recommendation was approved by the advisory committee and 
included in S, 1451 as reported by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the Federal 
Reserve Board (hearings, p. 22). Testimony proposing an audit by 
the General Accounting Office, along with other stricter controls of 
expenditures by the Board and the Federal Reserve banks, was pre- 
sented by Congressman Patman (hearings, p. 1549). Mr. Patman 
argued that an internal audit, by auditors acting under directions 
given by the Board, does not provide sufficient safeguard against 
misuse of funds, and that improper expenditures have been made by 
the Board and the Federal Reserve banks. Since the Board is an 
agent of the Congress, Mr. Patman argued it should be audited by the 
General Accounting Office, another arm of Congress, so that Congress 
may know how the Board and the banks spend the funds available to 
them. 





21. Conflicts of interest 
Errect oF CHANGE IN LAW 


Section 38 (i) (p. 115) prevents any employee of the Federal Reserve 
Board or of any Federal Reserve bank from accepting employment 
in any member bank within 2 years after terminating his employ- 


ment with the Board or the Reserve bank, except upon approval of 
the Board. 


BACKGROUND AND TESTIMONY BEFORE HOUSE BANKING AND CURRENCY 
COMMITTEE 


This provision conforms to similar provisions in titles I, ITI, IV, 
and VII. For the background of these provisions and the testimony 
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concerning them before the House Banking and Currency Committee, 
see the discussion of the corresponding provision for the Office of the 
Comptroller of the Currency, section 8 (b) of title I, on page 2 of 
this print. 


22. Foreign branches 
Errect oF CHANGE IN Law 


Section 44 (f) (p. 126) provides that the Board by regulation may 
authorize foreign branches of national banks to exercise such further 
powers as may be usual in connection with the banking business in 
the places where such branches operate. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Reserve Board (recommendation 83, 
September 28, 1956). The reasons given by the Board for the pro- 
posed change as follows: 


Foreign branches of national banks, which may be estab- 
lished for the furtherance of the foreign commerce of the 
United States with the approval of the Board, are subject 
abroad to most of the laws and regulations that apply to 
national banks in the United States. However, business 
methods and operating conditions in foreign countries often 
differ considerably from those in this country, and banks in 
foreign countries are often subject to few if any of the rules 
that apply to national banks in this country. Under the 
recommended addition to the law, foreign branches of 
national banks could operate more effectively in the forei 
countries where they do business, as it would permit the 
powers of such branches to be adjusted more realistically to 
the conditions existing in the places where they are located. 
At the same time, suitable safeguards would be provided by 
law to assure that such foreign branches would not engage 
in such business as investment banking or manufacturing. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 
included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Federal Reserve Board testified in support of this provision 
(hearings, p. 22), and again in response to questions by Chairman 
Spence (hearings, p. 61). 














TITLE Il]. FEDERAL DEPOSIT INSURANCE ACT 
1. Definition of ‘‘deposit”’ 


Errect oF CHANGE IN LAW 





This definition, in section 2 (j) (p. 149), makes two changes in exist- 
ing law. Where an insured bank deposits trust funds in another bank 
these deposits are now insured up to $10,000 whether the second 
bank is insured or not; the new section limits coverage to cases where 
the second bank is insured. It also eliminates a provision under 
which mainland insured banks may now exclude from insurance 
thes deposits in their branches in Alaska, Hawaii, and the Virgin 

slands. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Deposit Insurance Corporation (recom- 
mendations 89 and 90. October 2, 1956). The reasons given by the 
FDIC for the proposed change are as follows: 


Trust funds received by an insured bank in a fiduciary 
capacity and deposited by the fiduciary insured bank in 
another insured bank or in a noninsured bank are assessable 
and insured up to$10,000for each trust estate. However, pro- 
vision is made in the Federal Deposit Insurance Act for the 
payment of insured deposits only at the time an insured bank 
is closed on account of inability to meet the demands of its 
depositors. If the noninsured bank, in which such trust 
funds are deposited by an insured bank as fiduciary, closes 
and pays out only a portion of the deposited trust funds, 
the insured bank, as fiduciary, may or may not be liable for 
the loss in the trust funds, depending on whether such a 
deposit of trust funds in a noninsured bank was proper or 
legal. In any event, the questions may arise whether the 
Corporation is liable ‘for insurance on the loss of such trust 
funds deposited in a noninsured bank which has closed when 
the aired bank, as fiduciary, is or is not liable for the loss 
and, if the Corporation is liable, whether the Corporation 
must pay the amount of such loss at the time of the closing of 
the noninsured bank or whenever the fiduciary insured bank 
is closed on account of inability to meet the demands of its 
depositors. The ambiguity in the above provisions of the law 
presents two undesirable alternatives. One is the insurance 
by the Corporation of funds in a noninsured bank over which 
the Corporation has no supervision. The other is the indefi- 
nite postponement of the payment of insurance on a loss, 
incurred in a noninsured bank, on a deposit of trust funds by 
a fiduciary insuréd bank on which deposit assessments have 
been paid. The amendments recommended herein would 
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resolve this problem by providing that trust funds received 
by an insured bank as fiduciary would not be insured and 
assessable when deposited by the fiduciary insured bank in a 
noninsured bank. When such trust funds are retained by the 
fiduciary insured bank or when they are deposited by the 
fiduciary insured bank in another insured bank, they would 
be insured and assessable as under present law. 

There are no mainland insured banks operating branches 
in Alaska, Hawaii, or the Virgin Islands. In 1952 the right 
of mainland banks to exclude from insurance the deposits of 
their branches in Puerto Rico was removed from the second 

roviso of subsection (1) of section 3 (66 Stat. 605). Insured 

anks should not be permitted to exclude from deposit insur- 
ance any deposit obligations in places where the statute pro- 
vides for the insurance of deposits, which are the States of 
the United States, the District of Columbia, any Territory 
of the United States, Puerto Rico, Guam, and the Virgin 
Islands. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendations were approved by the advisory committee 


and included in S. 1451 as reported by the Senate Banking and 
Currency Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the FDIC 


(hearings, p. 705). See also, Chairman Spence’s interrogation of 
FDIC (hearings, p. 752). 





2. Definition of “insured deposit’’ 
Errect oF CHANGE IN Law 


This definition, in section 2 (k) (p. 150), extends insurance coverage 
to include interest on bank deposits which has accrued but not been 
credited. 

ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the FDIC (recommendation 91, October 2, 1956). 
The reasons given by the FDIC for the proposed change are as follows: 


Interest which has been credited to a deposit account is 
considered a deposit. Interest which has accrued but which 
has not been credited to a deposit account is not considered a 
deposit and is not included in determining insured deposits. 
Interest is generally paid or credited semiannually and quar- 
terly. We believe that depositors should receive this pro- 
tection and the paperwork involved in any receivership for 
small interest claims should be eliminated with resulting 
economies. This change would involve a relatively small 
increase in insured deposits. 
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ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 


included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the FDIC 
(hearings, p. 706). 


3. Definition of ‘‘branch’’ 
Errect oF CHANGE IN Law 


This definition, in section 2 (m) (p. 150), is broadened to cover 
branches established anywhere (present law covers United States and 
specified Territories and possessions). It also provides that accept- 


ance of deposits at schools in connection with savings plans shall not 
be considered as operating a branch. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


These changes were recommended to the Senate Banking and 
Currency Committee by the Federal Deposit Insurance Corporation 
(recommendation 93, October 2, 1956 and 115E, Senate hearings, 


p. 271). The reasons given by the FDIC for the proposed changes 
are as follows: 


An insured State nonmember bank must obtain the con- 
sent of the Corporation to establish or move a branch (12 
U.S. C. 1828 (d)). The definition of the word “branch” in 
subsection (0) of section 3 is limited to one located in any 
State of the United States or in any Territory of the United 
States, Puerto Rico, Guam, or the Virgin Islands, which are 
the places where deposits are insured. The establishment 
of branches by national banks and by State member banks 
in other places must be approved by the Board of Governors 
of the Federal Reserve System (12 U.S. C. 321, 601). Be- 
cause of the risks involved to the capital funds of an insured 
State nonmember bank in establishing a branch anywhere, 
the consent of the Corporation should be required to the 
establishment of such a branch anywhere. 

The acceptance of deposits at a place other than the 
bank’s office is considered to be branch banking. In order 
to encourage savings on the part of school erilideen it is 
believed that the statute should be amended to remove any 
doubt that a bank can engage in such activities. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


These recommendations were approved by the advisory committee 


and included in S. 1451 as reported by the Senate Banking and 
Currency Committee. 
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TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the FDIC 
(hearings, p. 706). 

Rootenena in opposition to the school savings plans exclusion was 
presented by the Independent Bankers Association in connection 
with discussion of a similar proposal in section 39 (f) of title I (hear- 
ings, p. 1165). 





4. Management of corporation 
EFFECT oF CHANGE IN LAW 


Section 6 (p. 152) provides for staggered terms for the 2 appoin- 
tive members of the Board of Directors of the Federal Deposit Insur- 
ance Corporation (the third member of the 3-man Board is the Comp- 
troller). These members now have 6-year terms; under the new 
section, when the present terms expire, one of the new appointments 
would be for 4 years, and the other for 6; thereafter all appointments 
would be for 6-year terms. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Deposit Insurance Corporation. (Recom- 
mendation 86, October 2, 1956). The reasons given by the FDIC 
for the proposed change are as follows 


The terms of office of the 2 appointive members now on the 
Board of Directors are for 6 years from September 6, 1951 
(97 Congressional Record, p. 13141). The other member 
of the Board of Directors is the Comptroller of the Currency, 
who holds his office for a term of 5 years (12 U.S.C. 2). His 
term of office is not affected by this amendment. This 
proposed staggering of the terms of office of the appointive 
members will assure better continuity in the management 
of the Corporation by voiding the simultaneous expiration 
of the terms of the two experienced appointive members. 
The amendment FROTACIE for the service of the appointive 
directors until their successors have been appointed and 
qualified will assure a quorum for action by the Board of 
Directors until na successor of one of them has been ap- 
pointed and qualified. Comparable provision for the stag- 
gering of terms of office and for continuance in office is 
provided for the Board of Governors of the Federal Reserve 
System (12 U.S, C, 242). For several years the Comptroller 
General, in his audit reports, has recommended legislation 
providing for the staggering of the terms of the appointive 
members. 

Notre.—With the lapse of time since the above was written, the 2 
appointive members of the Board have been replaced, the term of one 
new member expiring 6 years from August 5, 1957 (Congressional 
Record Aug. 5, 1957, p. 12361), and the term of the other expiring 6 
years from January 27, 1958 (Congressional Record, Jan. 27, 1958, p. 921) 
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ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was conditionally approved by the advisory 
committee and included in S, 1451 as reported by the Senate Banking 
and Currency Comnaittee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the FDIC 
(hearings, p. 706). 


5. Audits of insured non-member banks 
Errect or CHANGE IN Law 


Section 8 (b) (p. 154) authorizes the FDIC to order an audit of any 
insured State nonmember bank by an independent auditor whenever 
FDIC deems it necessary. 


BACKGROUND AND TESTIMONY BEFORE HOUSE BANKING AND CURRENCY 
COMMITTEE 


This provision conforms to similar provisions in titles I and IT. 
For the background of these provisions and the testimony concerning 
them before the House Banking and Currency Committee, see the 
discussion of the corresponding provisions for national banks, section 
48 (c) of title I, on page 26 of this print. 


6. Confidentiality of reports 


Errect oF CHANGE or Law 


Section 10 (p. 155) provides that information about any bank in 
the possession of the FDIC shall be confidential, but shall be available 
to the General Accounting Office in connection with its audit of 
FDIC, and to the committees of Congress. 


BACKGROUND AND TESTIMONY BEFORE THE HOUSE BANKING AND 
CURRENCY COMMITTEE 


This provision is similar to provisions in titles I and II. For the 
background of these provisions and the testimony concerning them 
before the House Banking and Currency Committee, see the discussion 
of the corresponding provisions for national banks, section 50 of title I. 

The corresponding provisions in titles I and II do not, however, 
include any references to GAO audit. FDIJC’s testimony before the 
committee asked that this reference be stricken because section 38 (a) 
of title III expressly gives GAO access to financial transaction records 
necessary to the audit (hearings, p. 708). 
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7. Immunity from prosecution 


Errect oF CHANGE IN LAW 


The existing provision concerning hearings and investigations by 
FDIC states that no person shall be excused from furnishing informa- 
tion on the grounds of self-incrimination, but that if he is required to 
testify after claiming his privilege against self-incrimination he cannot 
be prosecuted for any matter concerning which he testifies. This 
provision is omitted from the corresponding section of the bill, section 
11 (b) (p. 156). As a result, witnesses could invoke constitutional 
safeguards against self-incriminating testimony. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Deposit Insurance Corporation (recom- 
mendation 103 October 2, 1956). The reasons given by the FDIC 
for the proposed change are as follows: 


It is believed that the slight benefits resulting from requir- 
ing persons to testify or to produce records in connection with 
hearings under the act, do not warrant a grant of immunity 
from Federal prosecution to such persons who might other- 
wise, in the best interest of the siublin, be prosecuted for their 
criminal acts. With the removal of the immunity from pros- 
ecution now contained in this section the witness is entitled 
to resort to the constitutional safeguards against compulsory 
self-incriminating testimony. Nevertheless, he may be tried 
for criminal acts where the prosecution is based upon evidence 
discovered elsewhere. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 


included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the FDIC 
(hearings, p. 719). 


8. Assessment credits 
Errect oF CHANGE IN LAW 


Section 18 (p. 160) rewrites the existing provisions under which 
credits are allowed insured banks when FDIC’s income from assess- 
ments exceeds its costs, including reserves and payment of claims. 
The basic formula for determining the amount of credits is unchanged, 
but several technical changes are made. They include specific au- 
thority for FDIC to apply the credit toward payment of any assess- 
ment which is past due and not in dispute; and to refund the credit 


| 
| 
| 
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to an insured bank in liquidation... Also, when an overpayment or 
underpayment by a bank is corrected, the resulting adjustment in 
FDIC funds would be allocated to the year when the correction occurs. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Deposit Insurance VorRORtOe (recom- 
mendation 97, October 2, 1956). The reasons given by the FDIC for 
the proposed change are as follows: 


Frequently office audits of certified statements show that 
a bank has erroneously computed its assessment. It would 
facilitate the handling of the such underpayments, both 
for the bank and this Corporation, if the Corporation were 
permitted to apply the credit to such underpayments. There 
should also be an express authorization in the law to refund 
assessment credits to a bank going out of business. As 
the statute now reads the credit “shall be applied” on 
assessments which become due in the future. 

The Corporation is required to compute the assessment 
credit at the end of each calendar year and to credit the same 
pro rata to the insured banks. When underpayments or 
overpayments of assessments are later discovered, through 
audits or otherwise, it is impractical to recompute such credit 
formula and to readjust the pro rata credit given to the 
insured banks for that calendar year to include such under- 
payments or overpayments, as the case may be. Their effect 
on the credit formula would, of course, be infinitesimal. 
There should be express authorization permitting such under- 
payments or overpayments to be allocated to the calendar 
year in which they are paid or refunded, and thus be sub- 
ject to the credit ratio applicable for that year. 

The substitution of the words “administrative and operat- 
ing costs” for “operating costs and expenses” is merely a 
technical change to conform the statutory language to ac- 
counting terms. To limit such costs to those ‘‘for the cal- 
endar year’ is too restrictive and should be enlarged to permit 
the inclusion of any such costs which for any reason were 
incurred and not paid in previous years. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 


included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the FDIC 
(hearings, p. 708). 
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9. Bank mergers 
Errect oF CHANGE IN LAW 


Section 23 (p. 163) changes existing law so as to require approval 
of a Federal supervisory agency before any insured bank (whether 
State or National) may merge or consolidate with any other insured 
bank, or acquire its assets or assume its deposit liabilities. The super- 
visory agency would depend on the nature of the acquiring, assuming, 
or resulting bank; if it is a national or D. C. bank, the Comptroller 
would have jurisdiction; for a State member bank, the Federal Re- 
serve Board would décide; and for a State nonmember insured bank, 
it would be the Federal Deposit Insurance Corporation. 

In passing on such transactions, the supervisory agency would con- 
sider the financial history and condition of the bank, the adequacy of 
its capital structure, its future earnings prospects, the general charac- 
ter of its management, and the convenience and needs of the com- 
munity. In addition to these banking factors, the agency would 
consider whether the effect of the transaction would lessen competition 
unduly or tend unduly to create a monopoly. The supervisory agency 
having jurisdiction would be required to consult with the other two 
Federal bank-supervisory agencies, concerning the competitive and 
monopolistic aspects of the transaction, and would be permitted, but 
not required, to ask the Attorney General for his opinion. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Comptroller of the Currency, the Federal Reserve 
Board and the Federal Deposit Insurance Corporation (recommenda- 
tion 42 of the Comptroller, October 1, 1956, recommendation 85 of 
the Federal Reserve Board, September 28, 1956, and Recommendation 
114 of the Federal Deposit Insurance Corporation, October 2, 1956). 

The most complete statement of reasons for the proposed change 
was given by the Federal Reserve Board as follows: 


Under section 18 (c) of the Federal Deposit Insurance Act, 
a bank merger or consolidation must now have the prior 
approval of the appropriate Federal bank supervisory agency, 
but only if the capital stock or surplus of the resulting bank 
will be less than the aggregate capital stock or aggregate sur- 
plus of the merging or consolidating institutions. Because 
of the limited scope of the statute, many mergers involving 
State banks do not now have to be approved in advance by 
any Federal agency. The proposed amendment would fill 
this gap by requiring prior approval in all cases, irrespective 
of diminution of capital stock or surplus, by the Comptroller 
of the Currency if the resulting bank would be a national 
bank, by the Board of Governors if the resulting bank would 
be a State member bank, and by the FDIC if the resulting 
bank would be a nonmember insured bank. 

The provisions of the present statute do not expressly re- 
quire consideration of the competitive effects of a proposed 
merger or consolidation. It is desirable, as contemplated 
by the proposed amendment, that the appropriate agency be 
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specifically required to consider, not only the usual banking 
factors (financial condition, adequacy of capital, character 
of management, and needs of the community), but also 
whether the proposed transaction would tend unduly to 
lessen competition or create a monopoly. In order to 
promote a substantially uniform approach to the problem 
of competition, it is also desirable to require the appropriate 
banking agency to seek the views of each of the other two 
banking agencies with respect to the impact of the proposed 
transaction upon competition or monopoly; and, as suggested 
by the proposal, the appropriate agency would also be au- 
thorized to ascertain the attitude of the Department of Jus- 
tice regarding the competitive or monopolistic aspects of the 
proposed transaction. 

Certain bills introduced in the last Congress would have 
sought to meet the problem presented by bank mergers 
through an amendment to section 7 of the Clayton Antitrust 
Act by expanding that section to cover acquisitions of assets 
of banks as well as acquisitions of bank stock. Under those 
bills, advance notice of a proposed merger would have been 

required to be given to the appropriate “banking agency and 

to the Attorney General; but they would not have required 
prior approval by the appropriate banking agency. More- 
over, those bills would have erie only the test now con- 
tained in the Clayton Act; i. e., “substantial” lessening of 
competition. Because of the nature of banking, it is essen- 
tial’ that the soundness of the banks involved, the adequacy 
of banking facilities and needs of the community, and other 
such banking factors be given consideration, as well as the 
effect of the proposed transaction upon competition. It is 
desirable, therefore, as contemplated by the proposed amend- 
ment, that the test should be whether the proposed transac- 
tion would “unduly” lessen cmnpeeee and that the com- 
petitive factor be weighed against other factors of a banking 
nature. 

Bills in the last Congress, subjecting bank mergers to the 
Clayton Act, would have made the Board of Governors re- 
sponsible for passing upon the question whether every bank 
merger would violate the provisions of that act, since, under 
the Clayton Act, the enforcement of its provisions is vested 
in the Board insofar as they are applicable to banks. It is 
believed, however, that enforcement of the Clayton Act in 
the case of bank mergers is a function which should not be 
vested in the Board of Governors, in view of the essentially 
different nature of the Board’s principal functions in the field 
of monetary and credit policy and bank supervision. It 
would be preferable, as contemplated by the proposed amend- 
ment, if bank mergers were made subject to the advance 
approval of the appropriate Federal bank supervisory agency 
in the manner suggested 

A bill, S. 3911, which was in accordance with the views of 
the Board of Governors and with the amendment here sug- 
gested, passed the Senate on July 25, 1956. 
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ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND 
CURRENCY COMMITTEE 


The recommendation was approved by the Advisory Committee 
and included in S. 1451 as reported by the Senate Banking and 
Currency Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


During the hearings, the provisions of the bill as it stands were 
supported by the Comptroller of the Currency (hearings, p. 166), the 
Federal Reserve Board (hearings, p. 22), the Federal Deposit Insur- 
ance Corporation (hearings, p. 708), the chairman of the Senate 
advisory committee (hearings, p. 985), the American Bar Association 
(hearings, p. 1032), the American Bankers’ Association, (hearings, 
p. 1041), and the United States Chamber of Commerce (hearings, 
p. 1208). 

Other witnesses urged that the bill does not provide strong enough 
controls over bank absorptions, and that the matter should be handled 
by extending the Clayton Act to cover bank mergers by asset acquisi- 
tions, or the bill should be amended to provide for increased partici- 
pation by the Department of Justice, and for approval of bank absorp- 
tions only if they meet the stiffer test now specified in the Clayton Act 
for other businesses. These views were expressed by the Department 
of Justice (bearings, p. 132), the Independent Bankers Association 
(hearings, p. 1170), the Independent Bankers Association, 12th Fed- 
eral Reserve District (hearings, p. 1175), and Chairman Celler of the 
House Judiciary Committee (hearings, p. 1472). 

Amendments recommended by one or more of these witnesses 
would require the Federal supervisory agencies to obtain the views of 
the Department of Justice before acting on a proposed merger. They 
would also prohibit any merger if its effect “may be substantially 
to lessen competition, or to tend to create a monopoly”’; this is the test 
that now applies to ordinary business mergers under the C lay ton Act. 
The bill would apply a different test (whether the effect “may be to 
lessen competition unduly or to tend unduly to create a monopoly’’) 
and this would be only one of several factors considered in acting 
on a proposed merger (that is, even if the merger would tend unduly to 
create a monopoly, it could be approved if the supervisory agency 
found other factors outweighed the effect on competition). Wit- 
nesses supporting the bill argued special factors in the banking field 
required special standards; on the other side, it was argued that the 
Clayton Act test is less ambiguous because its meaning has been 
established through many court interpretations, and that these 
established interpretations permit approval of mergers where neces- 
sary to deal with such special situations as a merger needed to save a 
failing bank. Another recommended amendment would preserve 
Justice Department’s powers over bank mergers under existing 
antitrust laws. 

The National Association of State Bank Supervisors opposed this 
provision on the ground no new Federal controls over bank absorp- 
tions are needed, but asked that if this provision is retained it be 
amended so that the Federal Reserve Board would exercise this 
authority for national banks and State insured nonmember banks, as 
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well as State member banks. The association also asked that the 
provisions be amended to recognize expressly State authority over 
absorption of State banks (p. 1054) and this view was also expressed 
by Mr. Robert G. Clawson, president of the South Carolina Bankers 
Association (p. 1391). For FDIC’s assurances on this point, see their 


formal statement (hearings, p. 710) and response to questioning by 
Congressman Henderson (hearings, p. 737). 





10. Shareholders’ list 
Errect oF CHANGE IN LAW 


Section 27 (a) (p. 165) would require each insured nonmember bank 
to keep a list of stockholders; to transmit a copy of the list to the 
FDIC within 10 days of any demand for it; and to notify FDIC of 


any single transaction involving the transfer of 10 percent or more 
of the outstanding shares of the bank. 


’ 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This provision was included in S. 1451 as reported by the Senate 
Banking and Currency Committee, in conformity with the comparable 
requirements applying to national banks and State member banks 
under section 22, title I, and section 23 (f), title IT. 


TESTIMONY BEFORE THE HOUSE BANKING AND CURRENCY COMMITTEE 


The Chairman of the Advisory Committee supported this provision 
(hearings, p. 981). 


11. Disclosure of stockownership 
Errect oF CHANGE IN Law 


Section 27 (b) (p. 165) applies where someone other than the record 
owner has a beneficial interest in the stock of an insured nonmember 
bank, and the stock mvolved is more than 5 percent of the outstand- 


ing stock of the bank. It requires the record owver in such cases to 
notify FDIC of the name of the beneficial owner. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This provision conforms to similar provisions applying to national 
banks (sec. 23, title I) and State member banks (sec. 23 (g), title II). 


BACKGROUND AND TESTIMONY BEFORE THE HOUSE BANKING 
AND CURRENCY COMMITTEE 


For the background of these provisions and the testimony before 
the House Banking and Currency Committee see discussion of the 


corresponding provision for national banks (sec. 23, title I) on page 8 
of this print. 
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12. Termination of insurance 


Errect or CHANGE IN Law 


Section 29 (p. 166) makes three main changes in the procedure for 
termination of deposit insurance by FDIC. First, existing language 
referring to “‘continued” unsafe or unsound practices is changed to 
make it clear FDIC may act without waiting for repetitions of such 
practices. Second, under existing law an offending bank is given 

120 days to correct the practices complained of, unless the appropriate 
supervisory agency decides on a shorter time; the bill authorizes 
FDIC to substitute 20 days for the 120-day correction period where 
the insurance risk of FDIC is unduly jeopardized. Third, the bill 
provides for court review of termination proceedings upon ‘‘the 
weight of the evidence’’; they are now reviewed under the substantial 
evidence rule. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


The first two changes were recommended to the Senate Banking and 
Currency Committee by the Federal Deposit Insurance Corporation 
(recommendation 99, October 2, 1956). The reasons given by the 
FDIC for these two proposed changes are as follows: 


The basic purpose for the power now given the Board of 
Directors of the Corporation to institute involuntary termin- 
ation proceedings is to enable it to protect and control the 
insurance risk when persuasive supervisory efforts have 
failed. The second sentence of the existing statute provides 
that the Board of Directors may institute such proceedings 
where they determine that the insured bank or its directors 
or trustees “have continued unsafe and unsound practices.” 
The use of the word ‘‘continued”’ raises a question as to how 
long a time such practices must have been pursued before 
the Board of Directors would be justified in instituting in- 
voluntary termination proceedings. Inasmuch as a bank, 
simply by engaging in unsafe and unsound practices, may 
in a very brief interval substantially increase the Corpora- 
tion’s risk, the change in terminology is recommended. The 
crux of the matter, at the time the Board of Directors is 
considering the institution of involuntary termination pro- 
ceedings is that the bank has “‘engaged in” unsafe and un- 
sound practices that remain uncorrected and which adversely 
affect the insurance risk, and not that such practices’ have 
been employed for a continuing period of time. 

Although the present statutory correction period of 120 
days subject to shortening by the appropriate supervising 
authority has worked well in most cases, it is desirable and 
preferable that an alternative 20-day statutory correction 
period be provided, but with its application being limited to 
those cases where the Board of Directors of the Corporation 
in its discretion has determined that the insurance risk of the 
Corporation is unduly jeopardized. An obvious example of 
such a situation would be where the capital structure of the 
particular bank is so depleted that a deposit exposure exists, 


ee 
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or a situation where only a small amount of sound capital 
remains. In such emergency situations, where the bank con- 
tinues operation in an unsafe and unsound condition, the 
insurance risk is markedly increased. It is desirable "that 
the alternative 20-day correction period be specified in the 
statute rather than to place reliance on the exercise of dis- 
cretion by the appropriate supervisory authority in shorten- 
ing the present 120-day period in such emergencies. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendations as to the first two changes were approved by 
the advisory committee and included in S. 1451 as reported by the 
Senate Banking and Currency Committee. The Senate committee 
added the third change, relating to review on the “‘weight of the evi- 
dence,” to make the provision conform to the corresponding provision 
for national banks, section 29 of title I. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Federal Deposit Insurance Corporation’s testimony before the 
committee endorsed the first two changes in the section, but irene 
the change for review on the “weight of the evidence.” (Hearings, 
p.716.) For additional testimony concerning this last change, see t 
discussion of section 29, title I, on page 12 of this print. 





13. Payment of claims 


Errect oF CHANGE IN LAW 


Section 30 (p. 169) makes certain changes in the procedures for 
paying off depositors when an insured bank closes. Existing law 
provides for payment when the bank is closed “for the purpose of 
liquidation’; the new section omits this phrase, and provides for 
prompt payment when a bank is closed for any reason without 
adequately providing for payment of depositors. Express provision 
is made for payment where a Federal or State receiver or conservator 
assumes control. FDIC is given access to the records of the bank 
to settle claims. Depositors now have 18 months to file claims; where 
a shorter time limit is fixed by State law for filing claims against 
receivers of closed State banks, the new section would apply the 
shorter limit. 

ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Deposit Insurance Corporation (recom- 
mendation 106, October 2, 1956). The reasons given by the FDIC 
for the proposed change are as follows: 


The existing law matures the Corporation’s liability for 
payment of insured deposits when an insured bank has been 
closed for liquidation without adequate provision being made 
22544586 
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for payment. of its depositors. The recommended amend- 
ment would assure depositors of the payment of their insured 
deposits whenever an insured bank has been closed for any 
reason, or, while open, has been placed under the control of a 
receiver, conservator, or other statutory authority, without 
adequate provision being made for the payment of its insured 
deposits. This will prevent the postponement of the pay- 
ment of insured deposits by action of a bank supervisory 
authority in closing an insured bank or placing it in con- 
servatorship for indefinite periods for purposes other than 
liquidation. Access by the Corporation to the books and 
records of an insured bank is essential for the purpose of 
discharging the insurance obligation of the Corporation. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved. by the advisory committee with 
the further suggestion the implementing language be checked so that 
it covers situations only where there is immuinence of insolvency. 
S. 1451 as reported by the Senate Banking and Currency Committee 
retained the broad approach assuring depositors prompt payment of 
their insured deposits in any case when control of the institution is 
assumed pursuant to statutory authority. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the FDIC 
(hearings, p. 711). The FDIC also pointed out the provisions in 
subsection (e) which were deleted as an obsolete reference to double 
liability of shareholders, should be restored because in a few cases 
insured banks have not yet taken the action they must take under 
State law to eliminate shareholder double liability (hearings, p. 718). 


14. Temporary employees during receivership 
Errect oF CHANGE IN Law 


Section 31 (e) (p. 173) provides that temporary employees hired by 
FDIC as receiver of a bank shall be considered employees of the 
receivership estate, and not of FDIC. It would require FDIC to 
obtain insurance protection against loss resulting from such em- 
ployees’ wrongful acts. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


The first change was recommended to the Senate Banking and 
Currency Committee by the Federal Deposit Insurance Corporation 
(recommendation 109, October 2, 1956). The reasons given by the 
FDIC for the proposed change are as follows: 


This will make clear that temporary employees employed 
for a particular receivership of a closed insured bank are not 
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employees of the Corporation, so that such employees will be 
eligible for the same benefits of workmen’s compensation 
laws and social security and unemployment laws, as employ- 
ees of the bank were. There is now a substantial degree of 
confusion and conflict in these areas on the part of both State 
and Federal agencies with respect to the status of temporary 
receivership employees. The amendment will remove this 
confusion and conflict and clearly fix the status of such 
employees. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee with 
the further recommendation the FDIC be required to obtain insurance 
protection against loss resulting from such employee’s wrongful acts. 
S. 1451 as reported by the Senate Banking and Currency Committee 
includes both recommendations. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the FDIC 
(hearings, p. 719), 





15. National bank organized to assume deposits 


Errect or CHANGE IN Law 


Section 32 (p. 173), relating to the formation of a national bank to 
assume the deposits of a closed insured bank, is the same as existing 
law except for two changes. Under existing law, such a bank has 
only restricted powers; it is limited to business “‘authorized by this 
Act and * * * incidental to its organization.”” The new section 
would permit the Comptroller to authorize it to transact such other 
business as a national bank may transact. Secondly, such a bank is 
now limited to 2 years’ existence; under the new section the FDIC 
could extend its life for 6-month periods, up to 2 additional years. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
committee by the Federal Deposit Insurance Corporation (recom- 
mendation 108, October 2, 1956). The reasons given by the FDIC 
for the proposed change are as follows: 


(a) This amendment would clarify the seventh sentence of 
subsection (i) to expressly state what it now implies. 

(b) This amendment of the second sentence of subsection 
(1) would enable the Corporation to continue the operation 
of the new national bank to meet the needs and conveniences 
of the community. 

Both amendments would better enable the new bank to 
serve the community in emergency situations. 
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ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee 
and included in S. 1451 as reported by the Senate Banking and 
Currency Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the FDIC 
(hearings, p. 711). 





16. Annual audit of FDIC 
Errsect oF CHANGE In Law 


Section 38 (p. 179) continues the existing requirement for an annual 
audit of FDIC’s financial transactions by the General Accounting 
Office, except that it provides that the calendar year shall be FDIC’s 
fiscal year, and GAO’s audit shall be on a calendar year basis. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Deposit Insurance Corporation (recom- 
mendation 113, October 2, 1956). The reasons given by the FDIC 
for the proposed change are as follows: 


By statute, accounting by the Corporation and auditing 
by the General Accounting Office are on the basis of a fiscal 
year ending June 30. Also by statute, the Corporation is 
required to make an annual report to Congress on a calendar 
basis. Further, the calculation and determination of assess- 
ment credits which are provided in the act for the benefit 
cf insured banks must be made on the basis of operations 
on a calendar year basis. The complication of requiring 
Siete statements of operations and accountings to be 
made, for certain purposes, on a fiscal June 30 basis, and, for 
other purposes, on a calendar year basis, has been confusing 
and burdensome. It has resulted in unnec essary and dup- 
licate work on the part of the financial and accounting per- 
sonnel of the Corporation. The Comptroller General, on 
many occasions, has recommended that his audit report on 
the Corporation’s operations be made on a calendar year 
basis. Under the proposed amendments the Corporation 
accounting and GAO auditing would be on the basis of a 
calendar year. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee 
and included in S. 1451 as reported by the Senate Banking and Cur- 
rency Committee. The bill also contains a proviso ‘That the first 
report of audit under this provision shall include any period of 1956 
or 1957 which has not been included in any audit report.” 
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TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


Testimony supporting the provision was presented by the FDIC 
(hearings, p. 711). 


17. Conflicts of interest 


Errect oF CHANGE IN LAW 


Section 40 (d) (p. 182) prevents any employee of the Corporation 
from accepting employment in any insured bank within 2 years after 
terminating his employment with the Corporation, except upon ap- 
proval of the FDIC Board. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This provision conforms to similar provisions affecting employees 
of national banks (sec. 8 (b), title I) and employees of the Federal 
Reserve Board or any Federal Reserve bank (sec. 38 (i), title I1). 


BACKGROUND AND TESTIMONY BEFORE THE HOUSE BANKING AND 
CURRENCY COMMITTEE 


For the background of these provisions and testimony concerning 
them before the House Banking and Currency Committee, see the 
discussion of the corresponding provision in section 8 (b) of title I, 
on page 2 of this print. 








TITLE IV. FEDERAL HOME LOAN BANK ACT 
1. Advertising by noninsured members 


Errect or CHANGE In Law 


Both S. 1451 and H. R. 7026 contain provisions limiting advertising 
by savings and loan associations-whieb are not insured by the Federal 
Savings and Loan Insurance Corporation but are members of the 
Federal Home Loan Bank System. The provisions are found in sec- 
tion 4 (d) and page 184 of both bills. S. 1451 prohibits off-premise 
advertising of membership by such institutions except as authorized 
by Federal Home Loan Bank Board regulations, and imposes a $1,000 
penalty for advertismg in violation of such regulations. H. R. 7026 
omits any reference to regulations or penalties, and prohibits any such 
member from advertising in any way so as to convey the impression 
its accounts are so insured. Under either bill, the Board could remove 
from membership any association violating the prohibitions against 
advertising. 

ORIGIN OF PROPOSED CHANGE AND REASONS 


This amendment was included in S. 1451 as reported by the Senate 
Banking and Currency Committee. The Senate report makes the 
following comment on this provision: 


This subsection is deemed advisable to prevent misuse of 
membership in the FHLB System by causing public con- 
fusion as to the status of accounts of such a member as 
regards insurance protection through the Federal Savings 
and Loan Insurance Corporation. Unfortunately, there 
exists the danger that indiscriminate, widespread advertise- 
ment of membership in the System may lead the public to 
the false conclusion that all accounts of such member are 
necessarily insured by the Corporation. This subsection 
will place such uninsured members on a parity with insured 
member as far as regulatory authority of the Board over 
advertising is concerned, thus making it possible to equalize 
their competitive position in this regard. Within the spirit 
of the purpose of this subsection, it is expected that the 
Board will exercise sound discretion in promulgating the 
regulations permitted. For example, the evil feared is not 
deemed present to such a degree as to warrant prohibition of 
the use on stationery of the member of appropriate indicia 
of membership in a FHL Bank, without any accompanying 
implications of insurance of accounts by a Federal agency. 


The provision of the Senate bill aroused criticism on.the ground it 
might be abused so as to discriminate against uninsured member 
institutions. To meet these objections, Congressman Brown in- 


cluded the substitute provision referred to above in H. R. 7026, which 
he introduced. 
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TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Federal Home Loan Bank Board testified that it preferred the 
provision as inchuded in H. R. 7026, because “We see no good reason 
to restrict a member institution from making known the fact that 
it is a member institution’”’ (hearings, pp. 874, 944). Preference for the 
provisions of H. R. 7026 were also expressed by the chairman of the 
advisory committee (hearings, p. 979), the United States Savings and 
Loan League (hearings, p. 1234), and the National Savings and Loan 
League (hearings, p. 1405). 


2. Removal from membership 
Errect oF CHANGE IN LAw 


Section 6 (e) (p. 186) continues the provision of existing law that 
the Federal Home Loan Bank Board may remove an institution from 
membership in a Federal home loan bank if it has “a management or 
home-financing policy of a character inconsistent with sound and 
economical home financing or with the purposes of this Act,’”’ and adds 
authority for the Board to define this term by regulations or otherwise. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Cur- 
rency Committee by the Federal Home Loan Bank Board (recom- 
mendation 122, October i, 1956). The reason given by the Board for 
the proposed change was that “it would be to the advantage both of 
the Board and of member institutions if express authority were given 
to the Board to set up standards on this matter.” 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND 
CURRENCY COMMITTEE 


The recommendation was approved by the advisory committee and 


included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE THE HOUSE BANKING AND CURRENCY 
COMMITTEE 


The Federal Home Loan Bank Board testified in support of this 


provision in answer to questions by Congressman Patman (hearings, 
p. 935). 


3. Directors of Federal home-loan banks 
Errect or CHANGE In Law 


Section 7 (p. 187) contains two new provisions. The first makes 
it clear that where a director ceases to have the specified qualifica- 
tions the office becomes vacant but he may continue to act until a 
successor has qualified or the term expires. The second authorizes 


the Board to appoint interim directors where a new bank is estab- 
lished. 
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ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Cur- 
rency Committee by the Federal Home Loan Bank Board ccmenens 
dation 123, October 1, 1956). The Board said the first change is 
needed to ‘‘overcome legal problems which have arisen’’ where direc- 
tors cease to be qualified, and the second change would be needed if a 
Federal home-loan bank were established in the future because “‘in- 
terim directors would be needed in such case because of the necessity 
for execution of the certificate provided for by the first sentence of 
section 12 of the act.” 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND 
CURRENCY COMMITTEE 


The recommendation was approved by the advisory committee and 


included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 





4. Federal Savings and Loan Advisory Council 
Errect or CHance IN Law 


Section 8A (p. 190) permits a member to continue to serve even 
though he ceases to be a resident of the district for which he was 
elected. 

ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Home Loan Bank Board (recommendation 
124, October 1, 1956). The Board’s reason was that ‘‘since the term 
is only 1 year, it would appear that a change of residence,should not 
require that the membership be vacated.” 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 
included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 





5. Advances to member institutions 
Errect oF CHANGE IN LAW 


Section 10 (p. 191) continues existing authority for Federal home- 
loan banks to make advances to members, with three principal changes. 
Kirst, where the advances are secured by VA mortgages, they may be 
made in amounts up to 90 percent of the unpaid principal of the mort- 
gages. Second, where mortgages are given as security, the time of 
valuing real estate securing such advances is changed in certain cases 
from the time when the mortgage was given to the time when the 
advance is made. Third, the banks, subject to such controls as the 
Board may prescribe, are expressly authorized to take security by 
pledge, assignment, or equitable or other lien, or leaye it with the 
borrower under trust receipt or other agreement. 
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ORIGIN OF PROPOSED CHANGE AND REASONS 


These changes were recommended to the Senate Banking and Cur- 
rency Committee by the Federal Home Loan ‘Bank Board (recom- 
mendation 125, October 1, 1956). The reasons given by the Board 
for the proposed changes are as follows: The first change ‘‘would place 
mortgages guaranteed under the Servicemen’s Readjustment Act of 
1944 on the same basis for the purpose of security for Federal home 
loan bank advances as mortgages insured under the National Housing 
Act”’; the second change ‘‘would remove an inconsistency” in the 
present act “with respect to the time as of which the valuation of 
real-estate security is to be made’’; and the third change ‘‘would pro- 
vide a specific statutory basis for methods of handling collateral which 
are currently being followed.” 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND 
CURRENCY COMMITTEE 


The recommendation was approved by the advisory committee and 


included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The United States Chamber of Commerce opposed the second 
change (hearings, p. 1209). 





6. Bank presidents banned from board of directors 
Errect oF CHANGE IN Law 


Section 12 (p. 196) prohibits any compensated officer, employee, 
attorney, or agent of a Federal home-loan bank from serving on its 
board of directors; under existing law an exception is made in the 
case of the president. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Home Loan Bank Board (recommendation 
131, October 1,1956). The reasons given by the Board for the proposed 
change are as follows: 


It is believed that it would be undesirable for the president 
of a Federal home-loan bank to be a member of the board 
which makes policies under which he administers the affairs 
of the bank. It is felt that the reasons which lead to the belief 
that other personnel of the bank should not serve as directors 
would apply with even greater force to the president. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee 
and included in S. 1451 as reported by the Senate Banking and 
Currency Committee. 
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7. Actions involving Federal home-loan banks 
Errect or CHance 1n Law 


Section 12 (p. 196) contains two new sentences authorizing Federal 
home-loan banks, as Federal agencies, to bring suit in Federal courts 
and remove to the Federal courts suits brought against them, and 
barring attachments and executions against such banks before final 
judgment. : 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Home Loan Bank Board (recommendation 
130, October 1, 1956). The reasons given by the Board for the pro- 
posed change are as follows: 


It is considered highly advisable that the Federal home- 
loan banks, as Federal agencies, have clear power to bring 
suit in the Federal courts and to remove to the Federal courts 
judicial proceedings brought against them, or separable con- 
troversies in judicial proceedings involving them, which may 
be initiated in State courts. Such power would be conferred 
by the first [new] sentence and is similar to the power of 
Federal Reserve banks under section 632 of title 12 of the 
United States Code. The provisions of the second [new] 
sentence are similar to provisions with respect to the Federal 
Reserve banks which are contained in said section 632. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND 
CURRENCY COMMITTEE 


The recommendation was approved by the advisory committee and 
included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY 
COMMITTEE 


In the technical amendments presented with its formal statement, 
the Federal Home Loan Bank Board recommended that the provision 
for removal of proceedings be changed so as to be consistent with cer- 
tain provisions of existing law. 





8. Obligations of Federal home-loan banks as legal investments 


Errsect oF CHANGE IN Law 


Section 15 (p. 197) would broaden the classes of funds for which 
obligations of the Federal home-loan banks are lawful investments or 
security. The existing law provides that they shall be lawful invest- 
ments or security for all fiduciary trust and public funds the invest- 
ment or deposit of which is under control of the United States. The 
broadened categories would include any other funds under similar 
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Federal control as well as funds the investment or deposit of which 
is under control of the District of Columbia, Puerto Rico, any Terri- 
tory or possession, or any political subdivision thereof. However, 
funds of the Federal Reserve banks would be expressly excluded from 
the section. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change (without the reservation as to Federal Reserve funds) 
was recommended to the Senate Banking and Currency Committee 
by the Federal Home Loan Bank Board (recommendation 133, Octo- 
ber 1, 1956). The Board proposed the change ‘for the purpose of 
providing a reasonable broadening of the classes of funds for which 
obligations of the Federal home loan banks are legally eligible as 
investments or security.” 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee. 
The Senate Banking and Currency Committee excluded funds of the 
Federal Reserve banks from the operation of the section and included 
the provision, as so modified, in S. 1451 as reported to the Senate. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


In response to a question by Congressman Patman, (p. 921) Mr. 
Hallahan, member of the Federal Home Loan Bank Board, testified 
that the restriction as to Federal Reserve bank funds was included 
at the request of the Federal Reserve Board, to avoid broadening the 
investment powers of the Federal Reserve banks (hearings, p. 937). 


9. Assessments on Federal home-loan banks 
Errect oF CHANGE IN Law 


Section 18 (p. 199) deals with assessments by the Federal Home 
Loan Bank Board upon Federal home-loan banks. It changes existing 
law so as (1) to permit reductions in assessments to the extent it is 
estimated that the Board’s expenses will be borne from other sources, 
(2) to make clear that assessments may include provision for working 
capital and making up deficits, and (3) to permit surpluses to be 
deducted from any later assessment. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Cur- 
rency Committee by the Federal Home Loan Bank Board (recom- 
mendation 136, October 1, 1956). The Board stated the first two 
changes are “intended to make clear that assessments on the banks 
may reflect in reduced amount the estimated expenses to be borne 
otherwise than from such assessments, such as examination fees paid 
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by institutions examined, and to make clear that such assessments 
may include provision for reasonable working capital and for making 
good any deficit from the preceding half year (the language as to 
deficits is taken from sec. 10 of the Federal Reserve Act, as amended).”’ 
The Board said the third change is needed because “‘at least in some 
cases it may be necessary to make the semiannual assessment on the 
Federal home-loan banks before the existence or amount of a surplus 
from the next prior assessment can be definitely ascertained.” 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 
included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 





10. Exemption from Federal personnel laws 


Section 19 (p. 200) reenacts a provision of the original Federal 
Home Loan Bank Act, exempting Board personnel from ‘‘other laws 
applicable to the employment or compensation”’ of Federal personnel. 
The Civil Service Consputianns recommended that this and a corre- 
sponding provision in title VI (sec. 402 (c) (5)) be stricken because 
under later laws Board personnel have been covered under Federal 
personnel laws such as the civil service laws and the Classification Act 
(hearings, appendix, p. 1728). 

In its testimony before the House Banking and Currency Com- 
mittee, the Federal Home Loan Bank Board recommended amend- 
ments to provide an express exemption of its personnel (and FSLIC 
personnel) from the Classification Act of 1949 (which relates to com- 
pensation) and any other classification laws, but to continue any 
exemption such personnel may have now from other personnel laws 
(hearings, p. 877). This would leave them generally subject to the 
Civil Service Act, which relates to procedures for appointment and 
discharges, and to the Civil Service Retirement Act. The Board 
stated that it has been its position that under the existing law the 
salaries of its employees are not subject to the Classification Act of 
1949 but that the Civil Service Commission has not agreed with that 
position. 

This Board proposal was endorsed by the United States Savings and 
Loan League (hearings, p. 1235) and the National Savings and Lean 
League (hearings, p. 1406). 





11. Conflicts of interest 
Errect oF CHANGE In Law 


Section 19 (b) (p. 200) ores any employee of the Federal 
Home Loan Bank Board or of the Federal Savings and Loan Insurance 
Corporation from accepting employment with any member institution 
within 2 years after terminating his employment with the Board or 
Corporation, except upon approval of the Board. 
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BACKGROUND AND TESTIMONY BEFORE HOUSE BANKING AND CURRENCY 
COMMITTEE 


This provision conforms to similar provisions in titles I, II, III, and 
VIl. For the background of these provisions and the testimony con- 
cerning them before the House Banking and Currency Committee, see 
the discussion of the corresponding provision for the Office of the 
Comptroller of the Currency, section 8 (b) of title I, on page 2 of this 
print. 





12. Powers and duties of examiners 
Errecrt or CHANGE IN Law 


Section 20 (p. 200) continues the existing provision that examiners 
appointed by the. Board to carry out the Federal Home Loan Bank 
Act shall have the same powers and duties as examiners under the 
National Bank Act, and the Federal Reserve Act. It also broadens 
the provision to eover the Federal Home Loan Bank Board’s examiners 
while they.are exercising functions under their other two basic acts. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Home Loan Bank Board (recommendation 
137, October 1, 1956). The reasons given by the Board for the 
proposed change are as follows: 


Examiners appointed by the Board exercise functions not 
only under the Federal Home Loan Bank Act but also under 
section 5 of the Home Owners’ Loan Act of 1933 (relating to 
Federal savings and loan associations) and under title VI of 
the National. Housing Act (relating to institutions the 
accounts of which are insured by the Federal Savings and 
Loan Insurance Corporation), The proposed amendments 
appropriately broaden the language of the sentence by 
recognition of these functions under the other two acts, 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE © 


The recommendation was approved by the advisory committee and 


included in S. 1451 as reported_by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


This provision was opposed by the United States Chamber of 
Commerce on the ground that the authority should be written into 


titles V and VI, rather than by an amendment to this section (hearings, 
p. 1209). 
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13. Adjustments of districts 


Errect oF CHANGE IN LAw 


Section 24 (p. 202) authorizes the Federal Home Loan Bank Board 
to transfer assets and members from one Federal home-loan bank to 


another, and to make other adjustments, in connection with changes 
in bank districts. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Home Loan Bank Board (recommendation 
139, October 1, 1956). The reasons given by the Board for the pro- 
posed change are as follows: 


This amendment is proposed for the purpose of providing 
clear authority for the Board to make necessary adjustments 
in case of the readjustment or creation of any Federal home 
loan bank district or districts, at the same ‘ime making it 
clear that notwithstanding such adjustments any consoli- 
dated debentures or consolidated bonds are to be and remain 


the joint and several obligations of all Federal home-loan 
banks. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 


included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 


14. Member organizations 


Errect oF CHANGE IN LAW 


The new act omits (and therefore repeals) an existing provision 
(section 24) of the Federal Home Loan Bank Act which makes an 
organization of savings and loan associations or savings banks eligible 
for membership in the Federal Home Loan Bank System if a majority 
of such institutions organized in the State are members of the organ- 
ization and it meets certain other requirements. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


The Federal Home Loan Bank Board recommended this change 
to the Senate Banking and Currency Committee (hearings, February 
15, 1957, p. 967) for the following reasons: 


This section has never been used, and the Board sees no 
good reason to retain it in the Federal Home Loan Bank Act. 


ACTION BY SENATE BANKING AND CURRENCY COMMITTEE 


The Senate Banking and Currency Committee followed the Board’s 


recommendation, omitting this provision from S. 1451 as reported to 
the Senate. 








TITLE V. FEDERAL SAVINGS AND LOAN ASSOCIATION ACT 
1. Charges for certain loans generally not secured by first mortgages 
Errect oF CHANGE IN Law 


Section 4 (p. 203) is a new section relating to the interest rates and 
charges on loans by Federal savings and loan associations. It pro- 
vides that any such association may, subject to any restrictions and 
limitations prescribed by Board regulations, make such charges as are 
allowed by applicable law to other lenders, or such other or higher 
charges as are allowed by applicable law to any class of other similar 
local mutual thrift and home-financing institutions or as are allowed 
by Board regulations. A saving clause is included to make it clear 
the new provision will not override the limit permitted for home 
mortgage loans under section 5 of the Federal Home Loan Bank Act. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Home Loan Bank Board (recommendation 


143 October 1, 1956). The reasons given by the teed for the proposed 
change are as follows 


This amendment is proposed * * * in order to clarify 
the question of the extent to which interest rates and charges 
by Federal savings and loan associations are, on the one 
hand, governed by State or local law or are, on the other 
hand, governed by Federal law and regulations of the Federal 
Home Loan Bank Board. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee 
and included in S. 1451 as reported by the Senate Banking and 
Currency Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Federal Home Loan Bank Board in its testimony before the 
committee proposed a substitute amendment to make it clear that the 
change applies only to a special type of loans, usually home improve- 
ment loans (or, more accurately, loans insured under title 1 of the 
National Housing Act, unsecured loans insured or guaranteed under 
the Servicemen’s Readjustment Act, and other loans up to $3,500 
for property alteration, repair, or improvement), and that for such 
loans the limit will be fixed by specific reference to the rates allowed 
by applicable law to other classes of financial institutions (hearings, 
p. 877). A Federal association may not invest more than 15 percent 
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of its assets in loans covered by the substitute amendment. The 
substitute amendment was endorsed by the United States Savings and 
Loan League (hearings, p. 1236). 





2. Removal of officers and directors 
Errect oF CHANGE IN LAW 


Section 5 (d) (3) (p. 207) is a new provision authorizing the Federal 
Home Loan Bank Board to remove any director or officer of a Federal 
savings and loan association for any violation of law or unsafe or 
unsound practice, after a Board warning. Removal would be author- 
ized only after a hearing, and would be subject to court review on the 
“weight of the evidence.” 


ORIGIN OF PROPOSED CHANGE AND REASONS 


A general revision of section 5 (d) was recommended to the Senate 
Banking and Currency Committee by the Federal Home Loan Bank 
Board (recommendation 144, October 1, 1956). The reasons given 
by the Board for its recommendation are as follows: 


The existing provisions of subsection (d) are complicated 
and involved, in some respects self-contradictory, and cap- 
able of causing needless delays in the process of judicial 
review. The suggested revision would, it is believed, remedy 
these defects and provide a speedy and effective means of 
judicial review on the basis provided in the Administrative 
Procedure Act, as distinguished from review on the weight 
of the evidence as provided in the existing subsection. 

The revision contains provisions for removal of a director 
or officer who is guilty of violation of law or regulation or of 
engaging in unsafe or unsound practices in conducting the 
business of the associations. These provisions are similar to 
those of section 77 of title 12 of the United States Code, which 
is applicable to directors and officers of national banks and 
of State member banks of the Federal Reserve System. 

In addition, the revision would require the Board to ap- 
point a conservator or receiver for a Federal savings and loan 
association in the event that such association’s Federal home 
loan bank membership or its status as an insured institution 
under title IV of the National Housing Act is terminated. 
The existing law requires that each Federal savings and 
loan association have such membership and insurance, but 
does not make clear what is to happen when a situation arises 
involving termination of a Federal association’s Federal 
home loan bank membership or its insured status. 


The advisory committee disapproved the recommendation “because 
the remedy sought by the Board seems unduly stringent and severe 
and results in too great a concentration of power in the Board without 
adequate safeguards.’’ Instead, the advisory committee recom- 
mended the Board’s powers to remove officers and directors ‘‘of all 
associations (except nonmember noninsured State-chartered associa- 
tions) should conform with the laws applicable to member banks of 
the Federal Reserve System.”’ 
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ACTION BY THE SENATE BANKING AND CURRENCY COMMITTEE 


The Senate Banking and Currency Committee followed the recom- 
mendation of the advisory committee in general. S. 1451, as reported, 
leaves section 5 (d) une hanged except for the new section 5 (d) (3), 
which is modeled on section 29 of title II, relating to removal of 
officers and directors of State member banks by the Federal Reserve 
Board. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Federal Home Loan Bank Board again urged a general revision 
of section 5 (d) in its testimony before the committee (hearings, 
p. 879), and particularly opposed the new provision now in section 5 
(d) (3) requiring warning before removal (hearings, p. 910). Its pro- 
posed rewrite would (1) permit the Board to remove an officer or 
director without warning but after notice and opportunity for a hear- 
ing; (2) provide for review of Board enforcement orders in the Federal 
courts of appeals, rather than the district courts; (3) provide that 
where a Federal association’s FHLB membership or FSLIC insurance 
is terminated, the Board shall appoint a conservator or receiver 
for the association without an additional formal proceeding under 
section 5 (d); (4) require directors of Federal associations to take an 
oath of office; (5) provide that where the Board has issued an order 
under section 5 (d) (1) requiring a Federal association to comply 
with a law or regulation that the association has violated, the Board 
may appoint a conservator or receiver for the association if it fails to 
comply with the Board’s order; and (6) make other technical and 
formal changes, such as rearranging the subsection so that the pro- 
visions dealing with hearings and court review will apply to all three 
tvpes of enforcement proceedings under the subsection (thus, for 
example, specifically authorizing subpenas for all types of proceedings, 
rather than simply ‘for compliane e proceedings under par. (1)). 

The Board’s proposed revision of section 5 (d) was opposed by the 
United States Savings and Loan League (hearings, p. 1236) and the 
National Savings and Loan | eague (hearings, p. 1407). The United 
States League concedes an amendment is needed with regard to sub- 
penas, but urges that otherwise the powers of the Board under section 
5 (d) should be restricted rather than broadened. The league would 
prohibit appointment of a supervisory representative in charge, con- 
servator, or receiver “for a solvent and unimpaired association if any 
alleged wrongdoing can be corrected as provided in this section or 
otherwise as provided by law without such seizure of such private 
property.” They would also change the language of section 5 (d) (3) 
(“«* * * the Board, in its discretion, may order “that such director or 
officer be removed * * *’’) by striking out “‘in its discretion,” and 
they would permit the director or officer to st: ivy in office pending 
court review of a removal order. The National Savings and Loan 
League also would limit appointment of a supervisory representative 
in charge by the Board to “insolvency and other situations that cannot 
be corrected by other procedures available to the Board * * *.” 
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3. Branches of Federal savings and loan associations 
Errsect OF CHANGE IN Law 


Both S. 1451 and H. R. 7026 contain new provisions governing 
branches of Federal savings and loan associations. These are found 
in section 6 (p. 211) of both bills. Under S. 1451 a Federal association 
could establish a ‘these, only if under State law or practice a State 
savings and loan association or mutual savings bank could establish 
a branch. Under H. R. 7026, the same rule would apply until June 
30, 1959; after that, a branch would be permitted if under State law 
or practice a State savings and loan association, mutual savings bank, 
or commercial bank or trust company could establish a branch. Since 
there are several States where le may be established by com- 
mercial banks or trust companies but not by State savings and loan 
associations or mutual savings banks, H. R. 7026 would ‘allow more 
freedom in branching after June 30, 1959, than S. 1451 would. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


The Senate advisory committee recommended ‘“‘that there be added 
to existing law provision for appropriate regulation of the establish- 
ment of branches of Federal savings and ‘Joan associations. Such 
legislation should include a prohibition against the establishment of 
branches across State lines’? (recommendation 166C, December 17, 
1956). 

Section 6 of S. 1451 was written into the bill by the Senate Banking 
and Currency Committee. The committee report included the fol- 
lowing comments on this provision: 


The Federal Government, in perpetuating a situation 
whereby a governmental board may grant branches to 
federally chartered institutions without regard to the 
custom, law, or desire of the States, is ignoring the rights of 
the States and sanctioning unfair competition. 

It is not contended that the branching privilege has been 

abused by the Board nor that branches for Federal savings 
and loan associations are in themselves evil. With the 
recent phenomena of movement to the suburbs of cities and 
the development of suburban shopping and business areas, 
public necessity may require that branch offices be organized. 
In instances it would be better to establish a branch of a 
flourishing organization in an area that would not be able 
to support a new institution. But the law should not per- 
mit branches to Federal-chartered organizations where simi- 
lar State financial institutions are not permitted the, same 
privilege. 

The provision of the Senate bill aroused criticism on the ground it 
unduly hampered Federal savings and loan associations in competing 
with commercial banks. Accordingly, Congressman Brown included 
the less restrictive provisions in H. R. 7026, which he introduced. 


vw TS 
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TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The record of the hearings contains comments on these provisions 
by the Federal Home Loan Bank Board (hearings, p. 881), the chair- 
man of the Senate advisory committee (hearings, p. 980), the American 
Bankers Association (hearings, p. 1047), the National Association of 
State Bank Supervisors (hearings, p. 1055), the Independent Bankers 
Association (hearings, p. 1170), the United States Chamber of Com- 
merce (hearings, p. 1209), the National Association of Mutual Savings 
Banks (hearings, p. 1730), the United States Savings and Loan League 
(hearings, p. 1238), and the National Savings and Loan League (hear- 
ings, p. 1409). Four of these witnesses (the chairman of the Senate 
advisory committee, the American Bankers Association, the National 
Association of Mutual Savings Banks, and the United States Savings 
and Loan League) either support or “would not oppose”’ the branching 
provisions of H. R. 7026 (the last two associations ask for a minor 
clarifying amendment). The Federal Home Loan Bank and the 
National Savings and Loan League oppose any statutory restriction 
on branches, but prefer H. R. 7026 to S. 1451 (the National Savings 
and Loan League asks that H. R. 7026’s broader branching pattern 
take effect immediately on enactment, rather than June 30, 1959, and 
that the pattern be further broadened to treat all forms of multiple- 
office banking as branch banking). 


4. Restrictions on associations, directors, and officers 


Errect oF CHANGE IN LAW 


Section 7 (p. 212) is a new section concerning the relations between 
Federal savings and loan associations and their directors and officers. 
Subsections (a) and (b) require disclosures in connection with certain 
transactions between such an association and one of its directors or 
a firm of which a director is a member. Subsection (c) prevents an 
association from paying a higher return on the accounts of its direc- 
tors, officers, attorneys, or employees than it pays on other similar 
accounts. Subsection (d) imposes personal liability on directors and 
officers for any damages sustained where they knowingly violate the 
act or certain criminal statutes, or permit any agents, officers, or 
directors to do so. Subsection (e) prohibits any executive officer from 
borrowing from his association, except for home-mortgage loans up to 
$15,000. 


ORIGIN OF PROPOSED CHANGES AND REASONS 


This provision is based on the following recommendations of the 
Senate advisory committee, made in its report of December 17, 1956: 


166E. Disclosures 


The committee recommends the enactment of legislation 
which would prohibit any savings and loan association which 
is insured by the Federal Savings and Loan Insurance 
Corporation or which is a member of the Federal home-loan 
bank to purchase from or to sell or make to any of its direc- 
tors, officers, or affiliates any securities, other property or 
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loans without being subject to making full disclosure of the 
particular transaction to the Federal Savings and Loan 
Insurance Corporation in the case of an insured assoeiation, 
or to the Home Loan Bank Board in the case of a nonin- 
sured member association, together with a statement of any 
commission or other consideration paid or received in con- 
nection with any such transaction. 

For the purpose of this legislation, the term “affiliate’’ 
should be defined as said term is defined in section 2 of the 
Banking Act of 1933 (12 U.S. C., see. 221a), adapted, with 
regard to the inherent differences between banks and savings 
and loan associations, to the end that comparable rules will 
be effective as to each. 


166F. Loans to officers or directors 


The committee recommends the enactment of legislation 
which would limit the amount of any savings and loan associ- 
ation insured by the Federal Savings and Loan Insurance 
Corporation, or any savings and loan association which is a 
member of a Federal home-loan bank, may loan to any of its 
officers or directors. 

The committee recognizes that what it has recommended 
under recommendation 81 hereof in regard to member banks 
of the Federal Reserve System should not be applicable here 
as banks and savings and loan associations are institutions of 
different character. Thus the committee recommends here 
that savings and loan institutions be permitted to loan officers 
for home mortgage purposes a maximum of $15,000 and that 
such officers should not be required to report loans made from 
any other lender. 


166G. Distributions and dividends 


The committee recommends the enactment of legislation 
which would prohibit any savings and loan association in- 
sured by the Federal Savings and Loan Insurance Corpora- 
tion or any savings and loan association which is a member 
of a Federal home-loan bank from making or paying any 
greater distribution or dividend to any of its directors, officers, 
or employees than is received by its account holders gener- 
ally at any time within 1 year of the date of the payment of 


the particular distribution or dividend. (See sec. 22e of the 
Federal Reserve Act.) 
166H. Directors’ liability 

The committee recommends the enactment of legislation 
which would make dlrectors of any savings and loan associa- 
tion insured by the Federal Savings and Loan Insurance 
Corporation, or of any savings and loan association which is a 
member of a Federal home-loan bank, who violate certain key 
laws relating to such associations (being among others 
those recommended in recommendations 164 and 166D and 
following) or who condone any such violations on the part of 
any officer of any such association personally liable for the 
damage resulting from any such violation. (See sec. 22f of 
the Federal Reserve Act.) 
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ACTION BY SENATE BANKING AND CURRENCY COMMITTEE 


The Senate Banking and Currency Committee included this sec- 
tion in S. 1451 as reported to the Senate; in general, it follows the 
above recommendations of the advisory committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Federal Home Loan Bank Board recommended that the entire 
section 7 be stricken from the bill, on the ground that it would “‘legal- 
ize certain types of self-dealing which are now prohibited” (hearings, 
p. 882). The Board gave the following detailed analysis of the 
effect of the section: 


As a matter of long-standing policy and regulation the 
Board has endeavored to prevent self-dealing by directors, 
officers, or employees of the associations with which they are 
associated, hn 

Thus, by regulation, no Federal savings and loan associa- 
tion may make a real-estate loan to a director, officer, or 
employee of the association, or to any attorney or firm of 
attorneys regularly serving the association, or to any partner- 
ship in which any such person or firm has any interest, or any 
corporation in which any of such parties are stockholders, 
with only two exceptions. 

These exceptions are, first, where the loan is on the security 
of a first lien on the home or combination of home and busi- 
ness property owned and occupied by such person, and, sec- 
ond, where such party does not own in excess of 1 : percent of 
the total outstanding stock of a corporation seeking a loan 
and all such parties do not own more than 25 percent of the 
total outstanding stock. 

A further regulation prohibits a Federal savings and loan 
association from purchasing an office building or any part 
thereof, or land on which to erect such a building, from an 
officer, director, or employee of the association, from a corpo- 
ration or association in which any of them is a stockholder, 
officer, director, or employee, from a partnership in which any 
of them is a partne r, or from an affiliated institution, without 
the prior approval of the Board. 

Still another regulation provides that no loan may be pur- 
chased by a Federal savings and loan association from an 
affiliated institution without the prior approval of the Board, 
or from a director, officer, or employee of the association, or 
from any person or firm regularly serving the association in 
the capacity of attorney at ‘law. 

The transactions permitted by subsections (a) and (b) of 
section 7 would be inconsistent with these restrictions on self- 
dealing under which Federal associations have operated for 
many years and would, in our opinion, net be in the public 
interest. 

Subsection (c) of the section would prohibit the payment 
to any director, officer, attorney, or employee of a greater 
rate of return on his shares or accounts than that paid to 
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other holders of similar accounts. This subsection is not 
needed, as the standard forms of charter for Federal savings 
and loan associations all contain provisions under which 
such a discrimination would be a violation of the charter 
itself. 

Subsection (d) would impose on directors and officers 
personal liability for certain violations of the act or regula- 
tions or of specified sections of the criminal laws of the 
United States. We feel that it is better to leave this matter 
of personal liability to be dealt with by the courts under the 
well-established rules and principles which have been worked 
out by them on the subject of the fiduciary obligations and 
liabilities of directors and officers. 

The remaining subsection, subsection (e), would prohibit 
loans or extensions of credit by a Federal savings and loan 
association to any of its executive officers, except in an 
amount not exc eeding $15,000 for home mortgage loans. 

This subsection is not needed in view of e xisting provisions 
of the Board’s regulations which prohibit the making to any 
director, officer, or employee of any real-estate loan except 
on the security of a first lien on the home or combination of 
home and business property owned and occupied by him, 
or any unsecured loan except for the alteration, repair, or 
improvement of such home or property. It is noted that 
the subsection would not permit the association to make a 
loan to an executive officer on the security of his shares in 
the association. The Board’s regulations permit such share 
loans, and we see no reason why they should not be permitted. 

For these reasons the Board strongly recommends that 
section 7 be deleted in its entirety. 


The United States Chamber of Commerce also recommended strik- 
ing out subsections (a), (b), (c), and (d) of the section, but recom- 
mended that subsection (e) be “replaced with a provision that no 
officer or director may be obligated directly or indirectly, on any loan, 
except for a first mortgage loan on a dwelling occupied as his home” 
(hearings, p. 1209). 

In response to a question by Congressman Widnall, the United 
States Savings and Loan League indicated it “would have no objection 
to including” the section (hearings, p. 1245). 


5. Repeal of promotion authority 
Errect oF CHANGE IN LAW 


The new act omits (and therefore repeals) an existing provision 
authorizing funds for the Federal Home Loan Bank Board to promote, 
organize, and develop Federal savings and loan associations and similar 
institutions organized under local laws. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Home Loan Bank Board (recommendation 
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147, October 1, 1956). The reasons given by the Board for the pro- 
posed change are as follows: 


Section 6 authorized an appropriation and an allocation of 
funds to enable the original Federal Home Loan Bank Board 
| to promote, organize, and develop Federal savings and loan 
| associations or similar associations organized under local laws. 
[he present Board has not engaged in any such promotional 
activities and sees no need at the present time or in the fore- 

seeable future for the resumption of such activities. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 


included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 





TITLE VI. FEDERAL SAVINGS AND LOAN INSURANCE 
CORPORATION ACT 


1. Accounts in community property States 


Errect OF CHANGE IN Law 


Section 402 (b) (p. 214) includes a new provision the purpose of 
which is to give married account holders in community property States 


insurance coverage on an equal basis with married account holders in 
other States; 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was based on a recommendation by the advisory com- 
mittee (recommendation 166 B, December 17, 1956), and was in- 
cluded in S. 1451 as reported by the Senate Banking and Currency 
Committee. ‘The reports of the advisory committee and the Senate 
committee did not elaborate on the reasons, except to say the pro- 
vision would put married savers in the affected States on an equal 
basis with savers in other States. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Federal Home Loan Bank Board recommended revising this 
provision so that it will clearly cover “situations in which an account 
which is held in the name of a husband or wife or in the names of both 
spouses is in part community property and in part held as separate 
property or in some other capacity” (hearings, p. 886). 

The United States Savings and Loan League recommended different 
language, commenting that no one differs as to the purpose of this 
provision: “The difference is solely as to what words should be used to 
express it” (hearings, p. 1239). 





2. Administrative provisions 
Errect oF CHANGE IN LAw 


Section 403 (c) (p. 215) includes three new provisions concerning 
the administrative powers of the Federal Savings and Loan Insurance 
Corporation. Section 403 (c) (3) contains new provisions authorizing 
FSLIC to settle, compromise, and release claims. Section 403 (c) (4) 
authorizes FSLIC to bring suit in, and remove actions against it to 
the Federal courts and bars attachments and executions against 
FSLIC before final judgment. Section 403 (c) (6) expressly authorizes 
FSLIC to make and enforce rules and regulations. Section 403 (c) 
(7) expressly authorizes FSLIC to require information and reports 
from insured institutions, 
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ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Home Loan Bank Board (recommendation 
155, October 1, 1956). The reasons given by the Board for the pro- 
posed change are as follows: 


It appears advisable that the Corporation, as an insurer 
and in the administration of its affairs, have express authority 
to settle, compromise, or release claims. 

It is considered highly advisable that the Federal Sav- 
ings and Loan Insurance Corporation, as a Federal agency, 
have clear power to bring suit in the Federal courts and to 
remove to the Federal courts judicial proceedings brought 
against them, or separable controversies in judicial proc eed- 
ings involving them, which may be instituted in State courts. 
Such power would be conferred by the first full sentence of 
the proposed revision and is similar to the power of Federal 
Reserve banks under section 632 of title 12 of the United 
States Code. The provisions of the second full sentence are 
similar to provisions with respect to the Federal Reserve 
banks which are contained in said section 632 and provisions 
with respect to the Federal Deposit Insurance Corporation 
which are contained in section 1819 of title 12 of the United 
States Code. 

(3) The other amendments are proposed in order to (1) 
make clear that the Federal Savings and Loan Insurance 
Corporation has authority to make and enforce substantive 
rules and regulations to carry out the purposes or provisions 
of title IV of the National Housing Act and (2) make clear 
that the Corporation has authority to require insured institu- 
tions to submit information and reports. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 
included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The provision of section 403 (c) (6) concerning FSLIC regulations 
were opposed by the California savings and loan commissioner on the 
ground it is “too broad and delegates to the Insurance Corporation 
powers and rights which should be reserved to the Congress” (hearings, 
p. 1415). 





3. Use of insurance emblem 


Errect oF CHANGE IN LAw 


Section 403 (f) (p. 217) prohibits use or display of insurance emblems 
in violation of regulations of the Corporation. 
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ORIGIN OF PROPOSED CHANGE, AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Home Loan Bank Board (recommendation 
156, October 1, 1956). The reasons given by the Board for the pro- 
posed change are as follows: 


There has been some misuse of the devices approved by the 
Insurance Corporation for use of insured members, and it is 
considered advisable that the Corporation be authorized to 
prohibit, under criminal penalties, misuse of this type. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 
included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 





4. Employment of convicted persons 
Errect oF CHANGE IN LAW 


Section 403 (j) (p. 219) prohibits service of any person convicted of 
a crime “involving dishonesty or breac’: of trust’”’ as a director, officer, 
or employee of any member institution or insured institution, except 
with Board approval. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Home Loan Bank Board (general recom- 
mendation 5, October 1, 1956). The reasons given by the Board for 
the proposed change are as follows: 


It is also suggested that serious consideration be given to 
the enactment of a provision that, except with the written 
consent of the Federal Home Loan Bank Board, no person 
shall serve as a director, officer, or employee of a Federal home 
loan bank member or an institution the accounts of which are 
insured by the Federal Savings and Loan Insurance Corpora- 
tion if such person has been convicted, or is convicted after 
the effective date of such provision, of any criminal offense 
involving dishonesty or breach of trust, and that, for each 
willful violation of such provision, the institution involved 
shall be subject to a penalty of not more than $100 for each 
day the prohibition is violated, which penalty may be re- 
covered by the Board for its use. Such a provision would be 
parallel to section 1829 of title 12 of the United States Code, 
which is applicable to banks which are insured by the 
Federal Deposit Insurance Corporation. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND 
CURRENCY COMMITTEE 


The recommendation was approved by the advisory committee and 
included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 
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5. Eligibility for insurance 
Errect oF CHANGE IN LAW 


Section 404 (c) (p. 220) broadens the grounds on which the Corpo- 
ration is onentey eaten to reject an application for insurance 
and the factors it must consider in acting on such applications, and 
authorizes it to impose such conditions upon the granting of insurance 
as it deems advisable in the public interest or for the protection of in- 
vestors. Conditions previously imposed would be validated. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 

Committee by the Federal Home Loan Bank Board (recommendation 

159, October 1, 1956). The reasons given by the Board for the 
proposed change are as follows: 


These amendments relate to the grounds of discretionary 
rejection of applications for insurance. Amendment (1) 
would expressly authorize rejection if the character or nature 
of the applicant’s facilities for serving the public were of the 
nature set forth in the subsection. Amendment (2) would 
broaden the category of grounds for rejection by expressly 
authorizing rejection if the applicant’s management or its 
home financing policy (or, if amendment (1) were adopted, 
its facilities for serving the public) were inconsistent with 
“sound and” economical home financing (the quoted lan- 
guage would be added by this amendment). Amendment (3) 
would expressly authorize rejection if the applicant’s manage- 
ment or its home financing policy (or, if amendment (1) were 
adopted, its facilities for serving the public) were inconsistent 
with the rendering of proper services to the public. It is 
believed that this ‘broadening of the categories for rejection 
would assist the Corporation in making proper disposition of 
applications for insurance. Amendment (4) would (a) ex- 
pressly authorize the consideration of the financial policies 
of applicants for insurance, (5) expressly authorize the 
consideration of the question of need and of the effect upon 
existing insured institutions, and (ec) expressly authorize the 
imposition of coaditions to insurance and validate conditions 
heretofore imposed. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 


included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The United States Savings and Loan League supported section 
404 (c) as it appears in the bill (hearings, p. 1274). 

The power to impose conditions subsequent was opposed by the 
National Savings and Loan League, which argued that this would 
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subject a particular association to a special set of continuing regu- 
lations, and that all insured associations should be governed by the 
same regulations. The league also opposed validating conditions 
previously imposed by the Board, on the ground this is “not good 
legislative practice’ (hearings, p. 1411). 

The California savings and loan commissioner also opposed the 
provisions concerning conditions subsequent and validating prior 
conditions, and argued that the power to impose conditions precedent 
should be more sharply defined. He criticized the Board for requiring 
State associations that seek insurance to agree to transfer 25 percent 
of income to reserves, contending this has forced such associations to 
“seek high-rate, high-risk loans’’ (hearings, p. 1414). 

The United States Chamber of Commerce opposed the provisions 
relating to conditions because “they do not establish specific standards”’ 
and “could be used to deny insurance of accounts to solvent and well- 
managed institutions” (hearings, p. 1210). 





6. Mergers and related transactions 
Errect OF CHANGE IN LAW 


Section 404 (e) (p. 221) prohibits any insured institution from (1) 
being a party to a = rger or consolidation, (2) buying any assets from 
any savings and loan association or savings bank or selling assets to 
any such institution, or (3) increasing its insurable accounts through 
purchase of assets, without prior approval of the Federal Savings and 
Loan Insurance Corporation. Section 404 (f) authorizes FSLIC to 
make appropriate classifications and definitions for the purposes of 
this provision. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Home Loan Bank Board (recommendation 
158, October 1, 1956). The reason given by the Board for the pro- 
posed change was that “it would supply a measure of needed regulatory 
authority which the Insurance Corporation does not at present clearly 
have.” 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 
included in 8. 1451 as reported by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


This provision was opposed by the United States Savings and Loan 
League, which stated it ‘would not object to a simple requirement that 
merger, purchases, or consolidation in which the surviving institution’s 
accounts are increased by 25 percent or more, or in which the surviving 
institution would extend its lending area, were made subject to the 
approval of the Corporation” (hearings, p. 1274). 
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The California savings and loan commissioner opposed the provision 
on the ground FSLIC should not be given “unlimited authority” 
over mergers and transfers, and “any regulation or law on these 
subjects should be concerned solely with the safety of the continuing 
or acquiring institution as tested by the adequacy of its reserves” 
(hearings, p. 1415). 

The United States Chamber of Commerce recommended amend- 
ments to limit this authority to mergers or consolidations that increase 
the liability of the receiving association by more than 25 percent; 
and to purchases of assets that are not legal investments (hear- 
ings, p. 1210). 





7. Premium adjustments 
Errect oF CHANGE IN Law 


Section 405 (p. 221) includes a new provision authorizing adjust- 
ment of insurance premiums in case of mergers, consolidations, liquida- 
tions, dissolutions, and purchases of assets, 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Home Loan Bank Board (recommenda- 
tion 160, October 1, 1956). The reasons given by the Board for the 
proposed change are as follows: 


Where an insured institution merges into another insured 
institution, the merging institution may have only recently 
made payment on its insurance premium, and the premium 
year of the surviving institution may shortly begin, so that 
there is, in part, a double payment of premium. Similar 
maladjustments may occur in the other types of cases referred 
to in the proposed amendment. If the amendment were 
adopted, the Corporation would have express statutory 
authority to make such adjustments as would prevent in- 
justices or undue burdens, and it is therefore believed that the 
amendment should be enacted. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND 
CURRENCY COMMITTEE 


The recommendation was approved by the advisory committee 
and included in S. 1451 as reported by the Senate Banking and 
Currency Committee. 


8. Termination of insurance 
Errect oF CHANGE IN LAW 
Section 407 (p. 223) makes two changes in the procedure for termi- 


nation of insurance iy the Federal Home Loan Bank Board. First, 
existing language referring to ‘‘continued”’ unsafe or unsound practices 


is changed to make it clear the Board may ect without waiting for 
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repetitions of such practices. Second, under existing law an offending 
institution has 120 days to correct the practices complained of (or 
such shorter time as the supervisory authority may determine); the 
bill authorizes the Board to require correction within 20 days, where 
the insurance risk of the Corporation is unduly jeopardized. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


The Federal Home Loan Bank Board recommended to the Senate 
Banking and Currency Committee that section 407 be rewritten 
(recommendation 163, October 1, 1956). The advisory committee 
disapproved this recommendation, with the following comment: 


The committee believes that the power which would be 
vested in the Board under this recommendation exceeds in 
some important respects the existing power of the Federal 
Deposit Insurance Corporation with respect to the termina- 
tion of its insurance under section 8 (a) of that act (12 U.S. 
C. 1818 (a)), as proposed to be amended by recommendation 
99 of the Federal Deposit Insurance Corporation made to the 
Senate Banking and Currency Committee as part of its 
current study. 

It is the view of the committee that the powers and pro- 
cedures of the Federal Home Loan Bank Board with respect 
to the termination of insurance should be made to conform 
to the provisions of section 8 (a) of the Federal Deposit 
Insurance Corporation Act (12 U.S. C. 1818 (a)) with re- 
spect to termination of Federal Deposit Insurance Corpora- 


tion insurance, as proposed to be amended by recommendation 
99. 


ACTION BY SENATE BANKING AND CURRENCY COMMITTEE 


The Senate Banking and Currency Committee followed in general 
the recommendation of the advisory committee. Section 407 as now 
in force closely parallels the provision for termination of FDIC 
insurance. The Tia made in section 407 by S. 1451 as reported 
and passed by the Senate are virtually identical with the changes 
made in the corresponding provision for FDIC insurance (sec. 29, 


title I11). 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Federal Home Loan Bank Board renewed its request for a 
revision of section 407 (hearings, p. 888). The Board’s proposed 
revision would (1) specify, in addition to the grounds for termination 
now in the bill, that the Board may terminate an institution’s insur- 
ance if it violates a law or regulation or any condition imposed by 
FSLIC or agreement with FSLIC; (2) authorize the Board to order 
removal of any director or officer of an insured State institution, and 
terminate insurance if the order is not obeyed; (3) provide for review 
of termination or removal orders in the United States courts of appeal ; 
and (4) make other procedural changes, such as expressly granting 
subpena powers in connection with termination and removal hearings. 
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The Board’s proposed revision was opposed by the United States 
Savings and Loan League (hearings, p. 1240), the National Savings 
and Loan League (hearings, p. 1412), and the savings and loan com- 
missioner of California (hearings, p. 1417). 





9. Insured institutions in default 
Errect oF CHANGE IN LAW 


Section 408 (p. 224) makes certain technical changes in the powers 
of the Corporation with respect to insured institutions in default. 
The Corporation would be authorized to purchase assets of any such 
institution, even though it was not appointed as legal custodian, and 
to act as joint legal custodian for insured State institutions in default, 
and the Corporation’s existing powers in connection with liquidation 
of such institutions would be broadened to cover other situations, 
such as mergers, not involving liquidation. The Corporation’s exist- 
ing power to make contributions to prevent or cure defaults would be 
extended to cases of impairment, and the existing provision limiting 
the amount of a contribution to that necessary to save the ‘‘expense”’ 
of liquidation would be broadened so that other relevant factors 
could be considered such as the probable loss that would be involved 
if the institution were liquidated. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Home Loan Bank Board (recommendation 
162, October 1, 1956. The reasons given by the Board for the pro- 
posed change are as follows: The change as to FSLIC purchase of 
assets would “make clear that the Insurance Corporation may protect 
its interests where assets might otherwise be sold at a sacrifice.”’ The 
revision would also “‘clarify the authority of the Insurance Corporation 
to serve as joint (as distinguished from sole) legal custodian in cases 
not involving Federal savings and loan associations and would make 
clear the Corporation’s rights and duties if appointed as sole or joint 
custodian.”” FSLIC’s powers incidental to liquidation “are equally 
needed whether the handling of the insured institution in default actu- 
ally proceeds to liquidation or is accomplished through merger or other 
measures not involving liquidation.”’ The broadening of FSLIC’s 
power to make contributions is “intended to cover cases in which a 
contribution or purchase of assets by the Federal Savings and Loan 
Insurance Corporation might be needed not necessarily to prevent a 
‘default’ in the sense of the appointment of a legal custodian for pur- 
poses of liquidation but in order to prevent a writedown of accounts to 
cure an impairment, or to prevent other consequences of impairment.” 
The last change ‘‘would relieve the present restriction by which a con- 
tribution may not be made in excess of that which the Insurance 
Corporation finds to be necessary to save the expense of liquidating 
such institution, which has been found to be unduly narrow.” 
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ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee 
with one exception noted below. The Senate Banking and Currency 
Committee included the provision (with that single exception) in 
S. 1451 as reported to the Senate. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Federal Home Loan Bank Board renewed its request for an 
additional change in this section, which was disapproved by the 
advisory committee. This change would strike out of section 408 
the reference to payment by FSLIC of “all valid credit obligations” 
of an insured institution in default. The Board argues that payment 
of credit obligations would be unnecessary in some cases, such as @ 
merger of the institution with another institution, and that it might 
be argued this provision ‘means that the insurance corporation shall 
pay these credit obligations out of its own funds as distinguished from 
paying them out of the funds of the insured institution in default” 
(hearings, p. 888). 

(The “advisory committee’s report to the Senate committee opposed 
this change on the ground that the reference should be kept in section 
408 ‘‘to insure that creditor obligations shall have priority over 
shareholder obligations.’’) 





10. Regulation of savings and loan holding companies 
Errect oF CHANGE IN LAW 


Section 409 (p. 226) prohibits any holding company from acquiring 
control of two or more institutions insured by the Federal Savings and 
Loan Insurance Corporation. It also denies FSLIC insurance to any 
institution controlled by a holding company that also controls an 
institution insured by FSLIC. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This section is similar to H. R. 10811 of the 84th Congress, intro- 
— by Chairman Spence. A revised version of this bill, H. R. 


4135, 85th Congress, was reported by the House Banking and Cur- 
rency Committee in 1957 and passed the House of Representatives 
on March 21, 1957. The members of the Committee are, of course, 


familiar ete the reasons for this proposed control of holding com- 
panies. The principal reasons may be briefly summarized as follows: 
Savings and loan associations have traditionally been locally owned 
and managed; this tradition should be protected both to prevent undue 
concentration of economic power and also because the associations 
can serve their communities better if they are not subjected to absentee 
control. 








108 CHANGES INCORPORATED IN FINANCIAL INSTITUTIONS ACT 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


In response to recommendations during the Senate committee’s 
hearings, the Advisory Committee approved restriction of savings and 
loan holding companies (recommendation 166A, Advisory Committee 


Report) and the provision was included in S. 1451 as reported the 
Senate. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Federal Home Loan Bank Board recommended that the pro- 
visions of H. R. 4135 as passed by the House, with some changes, be 
substituted for the provisions now in 8S. 1451 (hearings, p. 889). The 
United States Savings and Loan League endorsed the Board’s recom- 
mendation ( (hearings, p. 1240). 

Mr. John F. Marten, speaking for Great Western Financial Corpo- 
ration, a holding company, and Great Western Savings and Loan 
Association, opposed the proposed restrictions on the ground they 
are not needed and would invade States’ rights. ‘“There is nothing 
inherently wrong in the State-chartered private enterprise savings 
and loan, either in units or in a grouping such as ours. We ask only 
to be allowed to compete in the free market. Laws exist to pre- 
vent restraints of trade and monopolies. We seek no privilege of ex- 
emption from those laws” (hearings, p. 1333). 





TITLE VII. FEDERAL CREDIT UNION ACT 
1. Bureau’s power to require independent audit of credit union 
Errect oF CHANGE In Law 


Section 7 (b) (p. 231) provides that the Director of the Bureau of 
Federal Credit Unions shall encourage each Federal credit union to 
make an internal audit each year. It also authorizes the Director to 
order an audit of any Federal credit union by an independent auditor 
or by the Bureau whenever the Director thinks such action is neces- 
sary. 

ORIGIN OF PROPOSED CHANGE AND REASONS 


The advisory committee recommended to the Senate Banking and 
Currency Committee that annual audits be required of all Federal 
credit unions (recommendation 190, December 17, 1956). The Senate 
Banking and Currency Committee included a modified version of this 
requirement in S. 1451 as reported, explaining in its report that this 
was ‘“‘advisable in order to encourage sound operation of Federal 
credit unions with a resulting measure of greater protection to their 
members.’’ The provision was changed to its present form by an 
amendment offered on the Senate floor by Senator Robertson, who 
explained: “The [provision as reported] places an undue burden on 
the smaller credit unions. In fact, I have been told that many 
credit unions could not afford additional expenses of an annual 
audit. * * * I believe the provision goes too far, and we can achieve 
the same protection through the proposed amendment I have just 


offered.”’ 
TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Director of the Bureau of Federal Credit Unions testified that 
the Bureau would use this authority only where “action otherwise 
taken for this purpose is not considered adequate.” Therefore, he 
did not object to the provision, even though he considers the Bureau’s 
function is simply to make the examinations of credit unions pro- 
vided for in the act, and internal control functions are the responsibility 
of the credit unions (hearings, p. 962). 

The Credit Union National Association opposed the provision on 
the ground it invades the responsibilities of the credit unions’ man- 
agement, and that the association and the Bureau are jointly studying 
methods of improving auditing techniques and no amendment should 
be made until the study is finished (hearings, p. 1286). 

The AFL-CIO commented on the “‘danger that small credit unions 
could be audited out of existence through financial costs of several 
audits a year. Certainly we do not oppose audits but there should 
be a limit, however, to the number of audits required in a given year.” 
(hearings, p. 1712). 
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2. Officers 
Errect oF CHANGE IN Law 


Section 13 (p. 233) makes three amendments concerning the officers 
of a Federal credit union. Existing law authorizes only one vice 
president; the new section authorizes ‘‘one or more.’’ It also changes 
the name of the ‘“‘clerk’”’ to “‘secretary,” and prohibits compensation 
of any executive officer except the treasurer. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Bureau of Federal Credit Unions (recommendation 
169, October 4, 1956). The reasons given by the Bureau for th: 
proposed change are as follows: 


(a2) Some Federal credit unions have requested permission 
to amend bylaws to provide for more than one vice president. 
This is justifiable in some cases. 

(6) A number of credit union leaders have suggested this 
change. Secretary is more descriptive of the position and 
would probably add dignity to the office. 

The act prohibits compensation for directors and com- 
mitteemen. Members of the credit committee and super- 
visory committee normally must devote as much or more time 
to their duties than is cca of the president, vice presi- 
dent, or clerk. The treasurer is general manager and should 
be compensated in proportion to the requirements of his 
duties and the ability of the Federal credit union to pay. 

Service on the management staff of Federal credit umions 
has traditionally been on a voluntary basis without com- 
pensation. It is believed that the nonprofit and cooperative 
nature of Federal credit unions can best be preserved if its 
officials (other than treasurer) will continue to serve without 
compensation. If other officers are compensated, it follows 
that credit committeemen and supervisory committeemen 
should also be compensated. Such a development would 
tend to change the motivation for service in these positions 
and lead to commercialization of the operations. 

At present bylaws of all Federal credit unions provide only 
for compensation of the treasurer. It is suggested that this 
principle be incorporated in the act itself. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 


included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


This change was endorsed by the Credit Union National Association 
in its testimony before the committee (hearings, p. 1293). 





ou 
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3. Staff for supervisory committee 


Errect oF CHANGE IN LAW 


Section 14 (p. 234) includes a new provision for compensation of 
necessary clerical and auditing assistance requested by the super- 
visory committee. Under section 16, this committee is required to 
make quarterly examinations and an annual audit of the affairs of its 
credit union. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Bureau of Federal Credit Unions (recommendation 
170, October 4, 1956). The reasons given by the Bureau for the 
proposed change are as follows: 


The supervisory committee is charged with the responsi- 
bility for making internal audits of the affairs of the Federal 
credit union. The members of the committee serve without 
compensation. Usually they need clerical or professional 
auditing assistance to carry out their full responsibilities, but 
the committee does not have authority to authorize expendi- 
ture of funds for such assistance. It is important that the 
board of directors give full attention and support to the 
committee’s need for assistance. 


ACTION BY ADVISORY COMMITEEE AND SENATE BANKING AND 
CURRENCY COMMITTEE: 


The recommendation was approved by the advisory committee and 


included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


This change was endorsed by the Credit Union National Association 
in its testimony before the committee (hearings, p. 1294). 





4. Unsecured loan limits 
Errect oF CHANGE IN LAW 


Section 15 (p. 234) raises the unsecured loan limit for any one 
borrower from $400 to $500. As in existing law, there is another 
limitation, which applies to secured (as well as unsecured loans, in 
the rare case of a credit union with very small paid-in capital and 
surplus. This limitation prohibits loans in excess of 10 percent of 
such capital and surplus, or $200, whichever is larger. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 


Committee by the Bureau of Federal Credit Unions (recommendation 
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171 October 4, 1956). The reasons given by the Bureau for the 
proposed change are as follows: 


The unsecured loan limit has been progressively increased 
by action of Congress from an initial limit of $50 in the 
original act to $100 in 1940, $300 in 1946, and $400 in 1949. 
The experience of Federal credit unions has been very good 
in making unsecured loans and it is believed logical now to 
increase the limit to $500. The cost of living has increased 
substantially since 1949 so that a limit of $500 at this time 
would not be out of line with a limit of $400 in 1949. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 
included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The provision was supported by the Director of the Bureau of 
Federal Credit Unions (hearings, p. 962) and the AFL-CIO (hearings, 
p. 1712). The Credit Union National Association called it a ‘step 
in the right direction,’ but urged an increase to $1,000. The 
association argued that credit unions’ experience on these loans has 
been good, and the larger increase is needed ‘‘to more adequately 
satisfy the consumer credit needs’ of the members (hearings, p. 
1286). 





5. Dividends 
Errect oF CHANGE IN LAW 


Section 18 (p. 236) makes the following changes as to dividends 
declared by Federal credit unions: (1) dividends will be declared by 
board of directors rather than the union members; (2) dividends may 
be declared semiannually or annually, rather than just annually; and 
(3) dividend credit for each month will be accrued on shares fully 
paid up during the first 5 days of the month, rather than on shares 
paid up before the first of the month. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Credit Union National Association (recommenda- 
tion 180, Senate hearings, p. 120). The reasons given by the associa- 
tion for the proposed change are as follows: 


The board of directors is responsible for the management 
and sound operation of the credit union and is in a better 
position to determine the size of the dividend which should 
be distributed based upon their intimate knowledge of the 
organization’s affairs and its current and future needs. The 
declaration of dividends by the directors would eliminate the 
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condition presently existing whereby the members can 
declare a dividend in excess of that which the credit union 
can safely and prudently afford to pay. 

The current requirement that dividends be paid annually 
often penalizes members who are forced to withdraw share- 
holdings prior to the year end. A semiannual dividend 
would alleviate this ine quity. Adoption of the proposed 
alternate dividend plan would be optional with each cur- 
rently operating credit union and would require an appro- 
priate amendment to the bylaws. 

Many members do not receive their compensation until 
the last day of a month or the first day of the subsequent 
month, and it is not practical for them to make share pay- 
ments before the second or third day of the month. Under 
current requirements, dividend credit for such payments do 
not commence until the following month. The proposed 
modification would eliminate this inequity and serve as an 
added incentive for saving. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 
included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The Bureau of Federal Credit Unions testified it had no objection 
to these changes (hearings, p. 962) and the changes were endorsed by 
the Credit Union National Association (hearings, p. 1295) and the 
AFL-CIO (hearings, p. 1712). 





6. Conflicts of interest 
Errect oF CHANGE IN LAW 


Section 21 (i) (p. 239) prohibits any employee of the Bureau of 
Federal Credit Unions from accepting employment with any Federal 
credit union within 2 years after leaving the Bureau, except upon 
approval of the Director. 


BACKGROUND AND TESTIMONY BEFORE HOUSE BANKING AND CURRENCY 
COMMITTEE 


This provision conforms to similar provisions in titles I, II, III. 
and IV. For the background of these provisions and the testimony 
concerning them before the committee, see the discussion of the 
corresponding provision for the Office ‘of the Comptroller of the 
Currency, section 8 (b) of title I, on page 2 of this print). 
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7. Space in Federal buildings 
Errect oF CHANGE IN Law 


Existing law authorizes allotment of available space in Federal 
buildings, rent-free, to Federal credit unions composed exclusively of 
Federal employees and their families. Section 25 (p. 241) would 
extend this privilege to Federal credit unions where 95 percent or 
more of the members are Federal employees, retired Federal employees, 
or members of their families. 


ORIGIN OF PROPOSED CHANGES AND REASONS 


The Bureau of Federal Credit Unions recommended to the Senate 
Banking and Currency Committee that the privilege be extended to 
Federal credit unions composed “primarily” of Federal employees and 
their families (recommendation 173, October 4, 1956). The advisory 
committee recommended a different test: membership composed 
exclusively of Federal employees or retired Federal employees, and 
their families. The Senate Banking and Currency Committee 
followed the recommendation of the advisory committee in S. 1451, as 
reported. The provision was changed to read as it now stands by a 
Senate floor amendment offered by Senator Sparkman. The Senator 
gave the following reasons for his amendment: ‘‘As it stands, if even 
one person who is not a Government employee gets into a credit union 
it invalidates the whole thing. Certainly, we do not intend that to 
happen. We have used the 5-percent figure to take care of special 
cases, which will be more or less frequent, because there are so many 
private businesses inside Government installations.”’ 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The provision as it now stands was endorsed before the committee 
by the Bureau of Federal Credit Unions (hearings, p. 962), the Credit 
Union National Association (hearings, p. 1296), and the AFL-CIO 
(hearings, p. 1712). 





TITLE VIII. MISCELLANEOUS AMENDMENTS 
1. Confidential reports to intermediate credit banks 
Errect or CHANGE IN Law 


Section 802 (p. 246) repeals the authority for Federal intermediate 
credit banks to obtain confidential information about national banks 
from the Comptroller of the Currency. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Comptroller of the Currency (recommendation 38, 
October 1, 1956). The reasons given by the Comptroller for the pro- 
posed change are as follows: 


Federal intermediate credit banks are chartered and super- 
vised by the Farm Credit Administration which under 12 
U.S. C. 1095 is presently authorized to call upon the Comp- 
troller of the Currency to make available in confidence 
reports and information relating to the condition of any 
national banking association to which the Administration or 
Federal intermediate credit bank contemplates making a 
loan or for which it has discounted or contemplates discount- 
ing paper, or which it is using or contemplates using as a cus- 
todian of securities or other credit instruments, or as a 
depositary. The individual Federal intermediate credit 
banks from time to time request the Farm Credit Adminis- 
tration to obtain from the Comptroller of the Currency the 
type of information referred to in 12 U.S. C. 1091 and 1095 
and such necessary information is made available to the 
Farm Credit Administration. The Comptroller of the Cur- 
rency prefers to make such confidential information 
available to the supervisory authority, the Farm Credit 
Administration, rather than to the individual Federal inter- 
mediate credit banks, and as ihis practice has been followed 
administratively, it is recommended that 12 U.S. C. 1091 be 
amended as recommended above. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 
included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 
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2. Payments for procuring loan 


Errect oF CHANGE IN Law 


Existing law makes it a Federal crime for an officer or employee of 
an FDIC insured bank or Federal intermediate credit bank to accept 
a fee or gift for procuring a loan from the institution. Section 803 (a) 
of the bill (p. 247) extends this prohibition to cover institutions which 
are members of the Federal Home Loan Bank System or are insured 
by the Federal Savings and Loan Insurance Corporation, and Federal 
credit unions. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Home Loan Bank Board (recommendation 
164, October 1, 1956). The reasons given by the Board for the 
proposed change are as follows: 


The Federal home loan banks and their member institu- 
tions, and institutions the accounts of which are insured by 
the Federal Savings and Loan Insurance Corporation, have 
the same need for the protection of such a statute as the 
institutions now named therein, and borrowers from Federal 
home Joan banks, member institutions, and insured savings 
and loan institutions have the same need for such protection 
as borrowers from the institutions now covered. ‘The inter- 
est of the Federal Government in protecting such institu- 
tions and borrowers is present here also, and it is believed 
that the statute should be broadened in the manner and to 
the extent above suggested. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 
included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 





3. Theft by examiners 


Errect or CHANGE IN Law 


Existing law makes it a Federal crime for Federal examiners to steal 
from a bank insured by FDIC or a member of the Federal Reserve 
System. Section 803 (b) of the bill (p. 247) extends this provision to 
cover institutions insured by the Federal Savings and Loan Insurance 
Corporation. 

ORIGIN OF PROPOSED CHANGE 


This change was recommended to the Senate Banking and Cur- 
rency Committee by the advisory committee (recommendation 1664, 
December 17, 1956), and was included in S. 1451 as reported by the 
Senate Banking and Currency Committee. 
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4. Embezzlement 


Errect oF CHANGE IN LAw 


Section 803 (c) (p. 248) extends the existing Federal embezzlement 
statute to cover institutions which are members of the Federal Home 
Loan Bank System. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Cur- 
rency Committee by the Federal Home Loan Bank Board (recom- 
mendation 165, October 1, 1956). The reasons given by the Board 
for the proposed change are as follows: 


The Federal Government would appear to have a legiti- 
mate interest in the protection of the financial interests of 
members of the Federal Home Loan Banks both as borrowers 
and prospective borrowers from the Banks and as institutions 
over which it exercises, through the Federal Home Loan Bank 
Board, and the Federal Home Loan Banks, some degree of 
supervision and regulation. It is therefore believed that the 
section should be broadened in the manner and to the ex- 
tent above suggested. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 
included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 





5. Use of certain terms in business name 
Errect oF CHANGE IN LAW 


Section 803 (d) (p. 248) adds the letters “U.S.” to the list of words 
which may not be used as part of the name of a firm engaged in the 
banking, loan, building and loan, brokerage, factorage, insurance, 
savings, or trust business. It also makes the use of the words ‘‘na- 
tional bank”’ or “national banking association’? by unauthorized firms 
a Federal crime. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Comptroller of the Currency (recommendation 43, 
October 1, 1956). The reasons given by the Comptroller for the 
proposed change are as follows: 

At the time of the codification of the criminal statutes in 
1948 there was eliminated the statute which expressly per- 
mitted national banks to use the word “national” in their 
corporate titles. There is now no statute of the United 
States which expressly permits national banks to thus use 
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the word ‘‘national’’ but the Comptroller of the Currency 
has continued to require all national banks to do so. Their 
rights in this respects should be made statutory. 

The use of the letters “U. S.’’ should be prohibited to cor- 
porations engaged in the types of business specified in order 
that the public will not be misled into believing that the 
corporation using these letters is a Government agency or is 
connected with a Government agency or that its business 
or that the deposit liabilities, obligations, certificates, or 
shares thereof are insured or guaranteed by the United 
States or any instrumentality thereof. Legislation which 
would accomplish this purpose was passed by the Senate 
but not by the House of Representatives during the 84th 
Congress. See S. 2891 of the 84th Congress. Need for 
this legislation was highlighted by the bankruptcy of the 
U.S. Trust & Guaranty Co. of Waco, Tex., a corporation 
accepting deposits whic h was not regulated or examined by 
any supervisory authority. 

There is now in existence a corporation which has recently 
adopted a corporate title including the words ‘national 
bank.’’ This corporation is not a bank but is a corporation 
engaged in holding the stock of national banks. We do 
not believe that any corporation other than a national bank 
should be able to combine the words “national bank’’ in 
its corporate title, thus implying to the public that it is a 
national bank ee and regulated by the Comptroller 
of the Currency. Legislation which would prohibit this 
should apply to corporations in existence at the time the 
legislation is enacted as well as those incorporated later. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 
included in 8S. 1451 as reported by the Senate Banking and Currency 
Committee. 


6. False entries 
Errect oF CHANGE IN LAW 


Section 803 (e) (p. 248) extends the existing criminal provision 
regarding false entries in the books of certain financial institutions, so 
as to cover institutions which are members of the Federal Home Loan 
Bank System. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Home Loan Bank Board (recommendation 
166, October 1, 1956). The reasons given by the Board for the 
proposed change are as follows: 


In addition to the reasons set forth above in connection 
with the suggested amendment to section 657 of the same 
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title, the Federal Government would appear to have a further 
interest in extending the protection of section 1006 to Federal 
Home Loan Bank members, in that the misconduct punish- 
able under section 1006 specifically includes cases where 
there is intent to deceive any officer, auditor, examiner, or 
agent of a department or agency of the United States. It 
is believed that for these reasons section 1006 should be 
broadened as suggested. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND CURRENCY 
COMMITTEE 


The recommendation was approved by the advisory committee and 
included in S. 1451 as reported by the Senate Banking anc rrency 
neluded in S. 1451 ted by the Senate Banking and Cu 7 
Committee. 





7. Disclosure of information 
Errect oF CHANGE IN LAW 


Section 803 (f) (p. 248) extends the existing criminal provision 
against disclosure of information by examiners, so as to cover institu- 
tions insured by the Federal Savings and Loan Insurance Corporation. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Home Loan Bank Board (Senate hearings, 
p. 1006), and was included in S. 1451 as reported by the Senate Bank- 
ing and Currency Committee. 


&. Services by examiners 
Errect oF CHANGE IN LAW 


Section 803 (g) (p. 249) similarly extends the prohibition against 
examiners performing services for compensation for the institutions 
they examine, so as to cover examiners of the Federal Savings and 
Loan Insurance Corporation. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Federal Home Loan Bank Board (Senate hearings, 
p. 1006), and was included in 8, 1451 as reported by the Senate Bank- 
ing and Currency Committee. 


9. Bank robbery 
Errect oF CHANGE IN LAW 


Section 803 (h) (p. 249) extends the Federal statute against bank 
robbery and related crimes so as to cover Federal credit unions. 
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ORIGIN OF PROPOSED CHANGE AND REASONS 


This change was recommended to the Senate Banking and Currency 
Committee by the Bureau of Federal Credit Unions (recommendation 
174 October 4, 1956). The reasons given by the Bureau for the pro- 
posed change are as follows: 


This amendment would be to the advantage of the Bureau 
of Federal Credit Unions and Federal credit unions as a deter- 
rent to such crimes and would also permit the Federal Bureau 
of Investigation to assume jurisdiction which is 1ow lacking. 


ACTION BY ADVISORY COMMITTEE AND SENATE BANKING AND 
CURRENCY COMMITTEE 


The recommendation was approved by the advisory committee and 


included in S. 1451 as reported by the Senate Banking and Currency 
Committee. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The provision was supported before the committee by the Bureau 
of Federal Credit Unions (hearings, p. 962). 


10. Bribery and political expenditures 
Errect oF CHANGE IN Law 


Section 803 (i) (p. 249) makes it a crime for any bank or other 
institution insured by FDIC or FSLIC, or any officer of such an 
institution, to make any gift to any public official who supervises the 
institution or has authority to deposit public funds in it. Section 803 
(j) extends existing law against ¢ ‘ampaign contributions by national 
banks, so as to cover banks and other institutions insured by FDIC 


or FSLIC. 


ORIGIN OF PROPOSED CHANGE AND REASONS 


These provisions were added to S. 1451 on the Senate floor as a 
result of an amendment offered by Senator Fulbright. In the debate, 
the Senator explained the purpose of the provisions as follows: 


For a banker to pay $4,600 to a public official as a payoff 
for a million-dollar interest-free deposit is not in accord with 
proper standards of conduct. Yet that is an actual situation 
we found in our Illinois investigation. A bank can earn 
between $30,000 and $90,000 a year on such a deposit of 
public funds, so it is easily worth far more than $4,600. * * * 

Congress should prohibit banks and bankers from making 
any kind of payment to public officials who have the power 
to grant or withhold favors to the bank. The same goes 
for those connected with savings and loan associations in- 
sured by the Federal Savings and Loan Insurance C orpora- 
as 
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The amendment we propose would apply precisely the same 
political restrictions to federally insured banks as those 
which already apply to national banks, and prohibit federally 
insured banks and savings and loan associations, or those 
closely identified with them, from giving money to public 
officials who supervise them or who deposit publicly con- 
trolled moneys. 


TESTIMONY BEFORE HOUSE BANKING AND CURRENCY COMMITTEE 


The chairman of the Senate advisory committee opposed section 
803 (i) of the bill on the following grounds (hearings, p. 987): 


u 


While I support the principle of prohibiting corporations 
from contributing their funds for any political purpose, I 
question the restraint against an individual because of his 
banking or savings and loan connection. No similar pro- 
hibitive provisions are found with respect to any other pro- 
fession or avocation. It violates the very principle that 
makes a democracy work. Please bear in mind, gentlemen, 
I am not speaking of gifts or gratuities—I am speaking in 
terms of the right of an individual to make contributions of 
his or her own funds to any candidate for any political office. 
I therefore urge that this section be so amended. 


See also, exchange between Congressman Reuss and Mr. Cravens 
(hearings, p. 1025). 
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| 
Charitable organizations, contributions by national | 
SES 2 ccc5cbes eb ucopekuieeraSe eee ee es 22 
Collateral security, accepting obligations of bank 
holding company or subsidiary as____...__------ 144 
Commissions for procuring loans. {See under Fed- 
eral home-loan banks.) | 

Comptroller of Currency: 
DINII  fiicis ence ongeeenntnengs sy 8 
Chief National Bank Examiner, designation of_| 8 
Conflict of interests provision. _--- -- sa ec Beat 8 
Deputy Comptrollers. . 2... 2555.5 a 8 
Employees— 

Appointment and compensation - - - -- -- ‘ 8 
Conflict of interests provision-_---- - 9 
a a 9 
Office of the Comptroller-. 7 
Report to Congress See LE - 9 
Pee Geb BS 2 eis s eas. 9 

Conclusiveness of findings of Board of Governors | 

under Bank Holding Company Act 146 
Conflicts of interest provisions: 
Comptroller or Deputy Comptroller, stock 
ownership or employment in national bank 8 
Employees, employment in national bank before 
2 years after termination of employment with 
Comptroller 9 
Federal Credit Unions Bureau___-- 239 
Federal Deposit Insurance Corporation __- 182 
Federal Home Loan Bank Board- 200 
Federal Reserve Bank: 
Board of Governors___--- 115 
102 
Member banks_-__._____---- al i 103 
¢ 
Federal savings and loan associations. 212 
Federal Savings and Loan Insurance Corpora- | 
tion____: aa ate | 200 
Examiners of insured institutions_ | 249 
Conservators: 
Federal savings and loan associations - | 206-207 
Federal Savings and Loan Insurance Corporation, | 
of defaulting insured institution 225 
National banks ee 65 
Consolidation or merger. (See Merger or consolida- | 
tion.) 

Contributions: 
Charitable, by national banks_--_- 22 
Political contributions by institutions insured by | 

Federal Deposit Insurance Corporation or | 249 
Federal Savings and Loan Insurance Corpora- 250 
tion Peobonh otc 

Conversion. (See under National banks, State 

banks.) 

Credit banks. (See Federal intermediate credit. | 

banks.) 

Credit unions. (See Federal credit unions.) 
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Definitions under— 

Bank Holding Company Act_------- = 5 138 
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Demand deposits, payment of interest on, insured | 
bank of Federal Deposit Insurance Corporation _-- 

Deposit insurance fund. (See under Federal Deposit 
Insurance Corporation.) 

Depositories for public funds: 
POUONHE GIGUMIINOUE on cS otic eeced 
Federal Deposit Insurance Corporation 

Banks insured by... 2... ncisaaiewwen~ aed 
Federal home-loan banks--.-.-----.-----.---- 
Federal Reserve banks. .21s0<i.. s4edut ix. 
Federal Savings and Loan Insurance Corpora- | 

RMS 2 Si aicieawcut sete cin etianeed 
Foreign banking corporations in dependencies | 
and insular possessions of United States 
National banks 





WO < a CERO N . w nmin ee ee 
or 2 on ccna tee F . 
rrust companies belonging to Federal Reserve | 
SyMenMy. 2960s. 4 


Deputy Comptrollers of the Currency____.----_-_-- 
Conflict of interests provision. ____....--.---- 
Directors. (See under specific headings.) 
Disclosure of stock ownerships in national banks__ 
Dissolution: 
Federal credit unions___ - 
Foreign banking corporation oe 
National banks. (See under National banks.) 
District bank: 


Federal Deposit Insurance Act _ -_- 
Districts, Federal Reserve 
Dividends. (See under specific headings. ) 


Bank holding companies__- - 


E 
4 
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Elections, political contributions by insured institu- 
tions { 
Embargo on gold or silver, ratification of actions by 
President under act of 1917 
Embezzlement, persons connected with 
banking corporation 
Emergency: | 
Foreign exchange, ratification of President’s | 
actions under 1917 act 
Powers of President regarding National Bank- 
ing System and Federal Reserve System 
Employees. (See under specific headings.) 
Equity proceedings. (See Venue.) 
Examination— 
Of affiliates of State banks belonging to Federal 
Reserve Byeeetts Wo. 652. 24. eee deena 
Of bank holding companies and subsidiaries___ - 
Of Federal: crait: wmiotms 2:5 /.2c60e oun wsececs 
By Federal Deposit Insurance Corporation____- 
Of Federal intermediate credit banks____-_--_-- 
By Federal Reserve bank of member banks- --_- 
Of foreign banking corporations---_.....-.---- 
Of national banks. (See under National banks.) 
Of State banks belonging to Federal Reserve | 
DYStOMR ORG: 020 oben am aahalmeeem 
Examiners, Chief National Bank Examiner- -- -~-_-_- 
Executors and administrators, national banks acting 
as 


foreign 





Exemption from taxation. (See Taxation.) 
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Page Section 
F 
| 
Factorage, false advertising, etc___- 248 | 803 (d) 
PAMO RAVOrGIBING.“. «ccs dcibossudcneae : 248 803 (d) 
False entries: 
Bank holding companies ‘ = 146 59 
Foreign banking corporations -_ - - t 135 50 (b) 
Farm Credit Administration, examination of 
Federal intermediate credit banks 247 802 
Federal Advisory Council of Federal Reserve | 
System _- 77 8 
Federal credit unions: 
Audit of affairs 231 7 (b) 
Board of directors 233 12 
Borrowing power 232 8 (9 
Bureau of Federal Credit Unions: 
Creation 228 3 
Director, powers and duties 230 7 
Rules and regulations : ‘ 236 21 
Studies 238 21 (f 
Supervision of credit unions 230 7 
Employees conflict of interests 239 21 (i 
svlaws ; : 232 9 
Certificate, organization 229 5 
Commissions or gifts, receipt for procuring 
loans, crime 247 803 (a 
Consolidation 236 21 (a 
Credit committee, approval of loans 234 15 
Definitions 228 2 
Depositories for public funds 240 22 
Directors, powers and duties 234 14 
Dissolution 236 21 (a 
Dividends 236 18 
Examination by Director of Bureau, fees 230 7 
Expulsion and withdrawal of members 236 t9 
Fees to Bureau 230 6.7 
Financial reports to Director of Bureau 230 | 7 
As fiscal agents of Government 240 22 
Insolvency, involuntary liquidation 236 21 (b 
Investment of funds 232 (7 
Liquidation, involuntary 236 21 (b 
i ad jf 231 8 (5 
eet , \ 234 15 
Management 233 12 
Meetings of members, voting 233 11 
Members, expulsion, withdrawal __ Sut 236 19 
Membership 3 233 10 
Merger- 236 21 (s 
Minors, shares issued to 236 20 
Officers : 233 3 
Organization ME 8 229 t 
Organization certificate, approval . : 229 5 
Powers : tL i 231 | 8 
Reserves __- — 235 17 
Robbery, incidental crimes STP 249 | 803 (h) 
. 232 8 (6) 
Shares warietewe ag ae { 233 10 
Issued to minors__.- au 236 20 
Space in Federal buildings peac 241 25 
Supervisory committee, powers and duties- ---- 235 | 16 
Taxation, exemption from_ -- . aca 240 | 23 
Territorial application of provisions _| 241 26 
Voting by members 28 233 | 1] 
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| Page Section 
Federal Credit Unions Bureau. (See Federal credit 
unions—Bureau.) 
Federal Deposit Insurance Corporation: 
Administration_ : . paiedcoal 153 7 
Assessments: 
Credits jauewwy web sitieks 160 | 18 
tate “ P : at ee 158 16 
R efund of_ 4 on wae Gee bik 161 19 
Audit of its transactions__ —-—- a eaeees 179 | 38 
3oard of directors, powers and duties (ch. D1. 152 
} Borrowing authority : L 177 34 
Certified statement of insured bank__.._.-__._. 159 17 
Confidentiality of records niminniite one a ae 155 10 
Conflict-of-interest provision --—----- vasinuhi 182 40 (d) 
Corporate powers bs blade aaa 151 5 
Creation ua ; Nae a 151 3 
Definitions ‘ ; —_— ied — 148 2 
Deposit insurance fund__._._-...--.-+------- 151 4 
Transfer of part of assessment income to 160 18 
Discrimination against certain banks forbidden 182 4l 
Dividends: 
Insured bank saan hh 163 22 
} Subrogation to right to dividends from 
5 assets of closed insured bank - : ; 170 30 (e) 
Kmplovees, conflict of interests 182 | 40 (d) 
Examination of banks 154 8 
Hearings, supena powers, etc e 155 11 
Insurance 
) Factors to be considered___-_- 157 15 
) Of member banks of Federal Reserve Svs- 
tem ___ , x 156 | 13 
Of nonmember banks J 157 14 
R Of trust funds wad 166 28 
, Insurance fund s aoe a 
7 Insured banks: 
7 Assessments: 
) Credits__- 160 | 18 
Failure to pay__- i 181 | 40 
Rate eames pedien de 158 16 
Refund of eas 161 19 
Branches of State nonmember banks sim 164 24 
5 Bribery and graft , ; 249 | 803 (i) 
2 Ce rtificate to commence business - 
To national member bank of Federal 
Q | Reserve System _-. ‘ 157 | 13 
1) To new bank assuming deposits of 
closed bank 173 32 (b) 
) To State member bank L157 13 
2 Certified statement, filing 159 17 
4 Failure to file 4 181] 40 
- Consolidations. (See this heading—Mer- 
g ger, consolidations.) 
7 As depositories for public funds 180 39 
Inability to pay depositors (ch. 7) 2 1OO laccwsicwy Gl. 
Corporation as receiver__...._..-.-..| 171 31 
(0) Loans by Corporation eh a 175 33 
() Organization of new bank 2 173 32 
5) Payment of depositors by Corporation 169 30 
6 Purchase of assets by Corporation. _- 175 33 
2 Indemnity insurance nt 164 25 
6 Interest payment, nonmember banks ass] 164 26 
1 Mergers, consolidations ; aie . 163 23 
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Page Section 
Federal Deposit Insurance Corporation—Con. 
Insured banks—Continued 
Nonmember, shareholders’ list__....__---- 165 | 27 
bes pat teats 249 803 (i) (3) 
Political contributions... ..- 22. 22.2 H 250 803 (j) 
Receipt of commissions for procuring 
SIN 8s si arcrescetirenncnioimreineiw eieaate 247 | 803 (a) 
Reports of State nonmember banks-------- 154 
PARI, So hin capensis iniwsnnl 162 21 
State, nonmember, branches__..__._._----| 164 24 
SERA UMN AU CON MO chrcsacctnctevirmreenenmse Ree eee... 
Termination of insured status_._....___--- 166 | 29 
Theft by examiner, crime...............J 247 803 (b) 
Trust funds held in fiduciary capacity___-_-_ 166 | 28 
I NIN oo bir scrasccomicrdnnereuneoiennenet | 177 | 35 
PAGE as | i ei Sesion tence) 152 6 
ROR UI a oo cig tiated erenaimianine 177 36 
Penalties, recovery of unpaid assessments, etc__ 161 | 20 
Raeport'to WOomireme. «0. ne 2502 Le eet 179 | 37 
Fede val Farm Loan Act, Federal intermediate credit 
banks. (See Federal intermediate credit banks.) | 
Federal Home Loan Bank Board. (See Federal 
home-loan banks—Board.) 
Federal home-loan bank: 
Advances— 
RR INN sys rue hts sanatrnlel ai eae 190 | 9 
To mempbers, security................ s 191 | 10 
To nonmember approved mortgagees - - - _- 193 10A 
PRT eel bioeatwidsetet aoe 199 | 18 
Board: 
en 199 | 18 
Creation of new districts__.._____- Jad 183 | 3 
Employees, appointment, compens: ution - oe 200 19 
Powers and duties..._...........-: 198 | 17, 18 
Over Federal savings and loan associa- 
ote 205 | 5 (d) 
Receipts, deposit ‘with United States 
UI ccs ie ds otc acer at Ss wD 200 19 (a) 
Reporte Hom banks: sso0sswwewcsccssawe 200 | 20 
Reports and records of other agencies, use 
Gd cttdeadns cecuncdconimcxews 201 | 21 
Studies of Federal and State law regulat- | 
ing institutions in its field_........____- 189 8 
Bonds, etc., exemption from taxation_________- 197 13 
Capit: heb cnaccicon.- Wiles. 0. dese. 2deuu 185 6 
Commissions, for procuring loans, crime------- 247 | 803 (a) 
Conversion of member into Federal s avings and 
ARR GIOND shes oath wri nak ea ae ae 209 | 5 (h) 
COPDOTEIG DPOCOIE 5c. ows osc ce wawscns inte 196 
Definitions__-_-- paid decatwuns eee 182 2 
As depositories of public HINGE so usnunsnceonsn 197 14 
Directors _------- J iirig Sea RS BULL OSE 187 7 
Districts __- Sis Gites ea wae eas Bie ates a ee 183 3 
TPIDOEA 3 Te. census ceewage eee ULL 198 16 
Employees, ‘conflict of interests........------- 200 19 (b) 
Federal Savings and Loan Advisory Council, | 
SreatiOn | Guets.= - ec ce ekow seco ua Ulesuet 190 8A 
Aa Ramee? O6ete i kc cccaeccdan ducted 197 14 
As fiscal agent for Government______.__------ 210 5 (k) 
Forms of stocks, debentures, bonds_--_._.----- 201 22 
PRM CNERIOR his 2c arate aw ened 196 12 
Interest rates, Bmitations..02.2/20 2s 4G 2a 185 | 5 
Liquidation_ __-__--- 202 24 
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Federal home-loan bank—Continued 
Liquidity requirement 
Loans by members, regulation by Board _- 


Management_ 
Members: 
Eligibility 


Obligations of 
Powers and duties 
Reorganization_ 
Reports to Board_ 
Rese srves | 
Stock subse riptions, eligibility of institutions. _- 
Succession _ 
Territorial application of prov isions 
Federal intermediate credit banks: 
Acceptances, 
Reserve banks AS ace. 
Audit 
ministration_ 
Commissions, for proc uring loan, crime 
Federal Reserve banks as depositories and 
fiscal agents of__ 
Re noe = ount privileges, examins ution of organ- 


Fede wk Open Market C ommittee: | 
Creation_ : 
Record of action take on 


Federal 
banks, 


Act excluded in determining limit on_________--_- 
Federal Reserve agent_ 
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Advisory 
Affiliates of member 
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zation seeking 


Reserve Act, inde ‘btedness of national | 
liabilities ine urred under Federal Reserve 


Bo RR ay eae eal . | 
banks: 


Discount 


Purchase and sale_ 


Security for 
Advances to member bi anks__ 
Federal Reserve notes 


‘ 


ouncil, membe ship 0 on pea eae 

banks: 

Agreements of State member affiliates_____ 

Dealing with affiliates_ 

De finitions 

Examination of St ate mem mbe rT “affiliate: ie. 

Holding company affiliates, voting permits 
teports of State member affiliates 

Securities affiliates 


(See Board of Governors 1 
Federal Reserve System.) 
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Corporate powers- 
Definitions_ 
As depositories 
Deposits and collections. receipt from me ember | 
banks_ __- wiakxt adie f gue«) 
Directors: 
Class A and B, selection. 
Class C 
Classes 
Compe nsation. 
Duties _ yey 
Federal Reserve agent, designation__-_- 
Of member banks: 
Conflict-of-interest provision. - - —- 
Restrictions on- 
Discount operations__- 
Districts : 
Division of earnings__- 
Emplovees: 
Compensation_ 


| 
| 
Federal Reserve hanks—Continued - | 


. 
Conflict of interests 


1 
quad 


Examination of member banks 
Federal Advisory Council 


Federal Open Market Committee_________- 


Federal Reserve agent_-_-_ 
As fiscal agents 5 tk ate 
Foreign property, receipt of__ sis 
Gold coin, bullion, and certificates: 
Authority to deal in. 


teserves in gold certificates_____-_ she || 
Lenderias Meposites.$32 saul Weate se sane. 
Government deposit with.___.___-__- Jiri ofl 
Holding company affiliates: 
Defined 2 Oe ee eee 
Voting permits sss ences naiby aapsabe 
Insolvency of member b: inks a ca ie 
Livestock, discount of not es, , base d on 
Loans for industrial purposes, aie agreements | 
DrOMeneete oes 5. Oe Beh ccacéouasicn 
Member banks: 
Dealing with nonmembers-_-___.--.--_---- 
Making seeurity Joana. 2.5: 055 05....568 
Officers: 
Conflict of interests 5 Se as ee eae | 
testrictions on. 4 
(JeOee BRAN . 8 ew twa wena senso amet 
Open-market operations aha iis waa ee 
Federal Open Market Committee__-_-_-__ .-l{ 
Organimation (68. 2)... .66eee0nn Sell’ wipes 
Powers (ch. 3)___- 4 wie sx ata atead 
Corporate as a = i> weed eae 
Reserves in gold certificates____- f 


Settlement fund. 

Shareholders, liab ilit y- 

Supervision by Board of Governors 

Wee OE BONS hs ee cceeocceuns 
Federal Reserve districts 
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Page Section 
iiceiaiaiiteadlataiaaiia ered | 
Federal Reserve notes ~t< $@etesease  aecasuies 122 43 
Federal Reserve System: | 
Board of Governors. (See Board of Governors.) 
Emergency powers of President over__-__--- aa 70 | 65 
Insurance by Federal Deposit Insurance 
Corporation: 
Factors to be considered___..........---- | 157 | 15 
Ol phonkineneht bee sg i 5 ern 156 | 13 
Of nonmember banks : it cane 157 | 14 
Member banks, exemption under Ist and 
2d Liberty Bond Acts, concerning rerequired | 
reserves, repealed___.---__---- aa age sgdesca mall 250 804 
Membership in (ch. 5) - - ie Geas aingatard ier ened GE loihacio... aed 
National banks as members_.--.-...---------- , 91 | 21 
eer: el 115 | 38 (g) 
Oven Market: Committees. =: 22222225 S-2 Se \ 119 | 40 
State banks as members sas sateen ocala alle 92 | 22 
Federal Savings and Loan Advisory Council. ~~ --~-- 190 8A 


Federal savings and Joan associations: 
Branches a : a a sk aia oe iacekce te cate 211 6 

In States permitting branching privileges 

to State savings and loan associations 


or mutual savings banks____.......---~- 211 6 (c) 
Capital becsgmares a. sue Oe da ats weesaibes 204 | 5 (b) 
Charter : + te ert 208 | 5 (e) 
Conflict-of-interest provision - - - she aaa a ns 212 | 7 
Conversion into State savings and loan type of 

institution, conditions _ jute ities dates) 209 5 (i) (j) 
Conversion of member of Federal home-loan 
bank into Federal savings and loan associa- 
tion. - 209 | 5 (h) 
Conservator, appointment, conditions-_-_--_-_-~-- 206 | 5 (d) (2) 
f 203 | 2 
Definitions... us. 2s: iss — 212 6 (e) (f) (2) 
f 228 | 409 (g) 
Directors, restrictions, conflict of interests___- 212 | 7 
Federal Savings and Loan Insurance Corpora- 
ion, approval of conversion of Federal sav- | 
ings and loan association to State institution 210 5 (j) 
As fiscal agent of Government : 210 | 5 (k) 
Hearings by Federal Home Loan Bank Board J 205 | 5 (d) (2) 
on violations tian bs th 207 5 (d) (3) 
[Insolvency- 206 | 5 (d) (2) 
Insurance of accounts by Federal Savings and | 
Loan Insurance Corporation , 219 404 
Interest rates, regulation 203 | 4 
Investment in unsecured loans insured under 
Servicemen’s Readjustment Act - eee 204 5 (c) 
Liquidation coh ae 207 5 (d) (2 
Loans ; 2 204 5 (ce) 
Membership in Federal home-loan bank 208 5 (f) 
Merger 2 207 5 (d) (2) 
Officers, restrictions, conflict of interests_____- 213 7 (e) 
Organization, incorporation, operation _- 203-210 5 
Receiver, appointment, conditions _ _ - a asaacal 206 5 (d) (2) 
tegulation by Federal Home Loan Bank Board 205 5 (d) 
Reorganization 207 5 (d) (2) 
Supervisory representative in charge, appoint- 
ment, conditions siete aed 206 5 (d) (2) 
fas isilaace SP f 203 3 
Ferritorial applicability of act............._- 4 aa +) 
\ 212 6 (2) 


Venue of actions Sef oi wee . 205 5 (d) 
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Page | Section 
Federal Savings and Loan Insurance Corporation: | 
ae es | 217 | 403 (d) 
UNNI UR a naa Sn ores 0 i 218 | 403 (i) 
Capital stock eid aimhabdl deat ae ee 215 | 403 (b) 
Annual retirement of certain amount____- 218 | 403 (h) 
RT st So nin Cae eee eee 215 | 103 
Default of insured institution, payment of insur- | 
ance: by. Gorperation. coc c26cccccsccsscecce 222 406 (b) 
Jenne: s . o  ae. ae moe ee { aoe 409 G 
As depository of public funds___-__.___------| 217 | 403 (d) 
Employees, appointment. -_-.........-..---- 206 | 403 (c) (5) 
Conflict of interests___- Sa citildlt Mtg. de shy A 200 | 19 (b) 
Federal savings and loan institution, approval | 
of conversion to State institution. ____.__--- 210 | 5 (j) 
As fiscal agent of Government__-------- a 217 | 403 (d) 
Holding companies, regulation of - sage 226 | 409 
Injunctive relief to compel disposal of stock 
held in violation of act. ...-.-_..--.<--} 227 | 409 (e) 
Insurance: 
| Rishi IE See we 221 | 406 (a) 
Eligibility for... ..1. gases. sui La 219 | 404 
Limitation of action for payme nt of ow 223 406 (c) 
Payment by Corporation on default of in- | | 
MireG SOMONE: -< oc ce ccccccsesacucen | 232 | 406 (b) 
Premiums: = =. ...-. (usgonacn stan e DOI 221 | 405 
Insured institutions: | | 
Assessment of additional premiums sige | 222 | 405 (b) 
Bribery and graft... 220522205. Ue Le 249 | 803 (i) 


Commissions or gifts for procuring loans, 


I Gee ao he Sadiewne ca xonae eee 247 | 803 (a) 
Credit for excess payments of premiums, 


protected pi alc pitas bate 251 | 805 (e) 
Crimes and offenses_--- ----- ..-| 247-250 | 803 
Default, payment of insurance by C orpor: a- | 

tion.< =~. cp te esi FO JD | 222 | 406 (b) 

Purchase of assets, loans to___- 226 408 (f) 
Directors, officers, employees, restrictions | 219 | 403 (j) 
Disclosure of information by examiner, | 

erimé.\t =. besiccnmamasenee 248 | 803 (f) 
Employees, re strictions____--------_- 25 219 | 403 (j) 
Examiners, conflict of interests__-___-_---- 249 | 803 (g) 
Liquidation i sseeed eee 224 | 408 
Merger, consolidation, prior approval by 

Cormetwiron. 3c batten ncce pease 221 | 404 (e) 
(iivers: febtrictione:. <=<<<.<<2cccscccgud 219 | 403 (j) 
Political contributions__- ---- 2S 8te is 249 803 (i) (j) 
Reporte 'ta@: Corporation... = =.=2.2../L2- 217 | 403 (c) (7) 
Restrictions, directors, officers, employees- 219 | 403 (j 
Termination of insured status_.______--- 223 | 407 
Theft by examiner, crime_.__-_-.------.- 247 | 803 (b) 

Investments s = thaesanen noha 217 | 403 (d) 
Misleading use of name, prohibited — 2 . 2.2224 218 | 403 (g) 
Report to Congress __- LST eS. 2S 226 | 408 (e) 
Reports from insured institutions.._._-__----- 217 403 (ce) (7) 
Signs, unauthorized use 0h) Sta ee 403 (f) 
Taxation, exemption of its ‘obligations saeucuee 217 | 403 (e) 
Territorial applicability of act_..._._._.___------| 215 | 2 (f) 
Venue of civil actions steeccecneese seme 215 | 403 (c) (4) 
Financial agents: 
Federal Deposit Insurance Corporation__-_---_-_| 178 | 35 (b) 
Federal home-loan bank---_--_----------- wand 197 | 14 
National banks---- - Si bpe me pneu eat 40 | 42 


State banks belonging to Federal Reserve | 


I ixdiccincccnnsexanen anna aemadaawend 97 | 23 (j) 
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Page Section 
Fiscal agents: 
Federal credit unions___.-.-.....-..s..0. Lee 240 22 
Federal home-loan banks. __..._-____-_-_._-__- 210 5 (k) 
Federal intermediate credit bank, Federal Re- 
serve bank as fiscal agent of___.._.__________ 87 15 (b) 
Federal Reserve banks. -_.....--.-.-....---- 87 15 
Federal savings and loan association__________- 210 5 (k) 
Federal Savings and Loan Insurance Corpora- 
08 ce ee. 5 Se scheeca ete daca sara si dala 217 403 (d) 
84 14 (a) 
Foreign secountés........... stvucevael lecahe it ees 135 51 
137 52 
Foreign banking corporations: 
ANE Gio datas paosabnameiade 129 46 
Disseiatien.. .. «........ci ctuetauwwed bm icet 134 50 (a) 
Insolvency --- --- ss wok iad i it i nk a eGR MA ST 134 49 
CTPA 108 oi oa ke ita cemdimate maa 127 45 
PIERO, SRNR So han sn ec erninicdinlclaregee 134 50 
PS a ee Oe kes nhc ean wean 131 47 
BGM ica ie is deen tdeaets tea oR 129 46 
TO6AMOR. 4... 25855 .i.s ne cede A 133 48 
Venne of civil @ttiones. 266. 9... 2 on ncewcencccces 137 52 
Voluntary liquidation... .. 220. su. 2 -csecueud ce 134 49 
Foreign property, receipt by Federal Reserve bank_-- 135 51 
6 | 
Gold and gold certificates: 
Delivery to United States Treasurer, conditions. 147 64 
Deposits by Federal Reserve bank with United 
ET TN atic ssl snteeaap acd cosiscnlecatianenindll 146 | 62 
Powers vested in Secretary of Treasury un- 
I No oe a ete ease ee 251 | 805 (d) 
Reserves. (See Federal Reserve banks—Re- | 
serves in gold certificates.) 
War or emergency power of President, ratifica- 
tion of certain acts of President. __......_--- 70 | 66 
| | 
H 
Holding companies. (See Federal Savings and Loan | 
Insurance Corporation— Holding companies, reg- | 
ulation of; see also Bank holding companies.) 
Holding company affiliates. (See Federal Reserve | 
banks—Holding company affiliates.) . 
a 105 | (b) 
Defined cel me ee eee eee eas ee eas 46 52 (b) 
Home-loan banks. (See Federal home-loan banks.) 
J 
| 
Injunction to compel disposal of stock held by hold- | 
ing company in violation of act__........-.----- 227 409 (e) 
Insurance: 
Of bank deposits by Federal Deposit Insurance | 
Corporation. (See Federal Deposit Insur- | 
ance Corporation. 
False advertising, misuse of names to indicate | 
Poderal GMMBY «. «onc. ck deem cde wede 248 | 803 (d) 
National bank as agent_...................- 42 | 45 


Of savings and loan accounts. (See Federal 
Savings and Loan Insurance Corporation.) 
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Interest: 

Federal Deposit Insurance Corporation, regula- 
tion of payment by insured, nonmember 
NS. 523 Oe a asi se oe eo te 

Federal home-loan bank, limitation of rate___-_- 

Federal Reserve banks, regulation of payment__- 

Federal savings and loan associations, regulation 
Orato bios Lec. Vo cha ld ce 

National banks, maximum rs hear 

Investments. (See under specific headings.) 
Intermediate credit banks. (See Federal intermedi- 
ate credit banks.) 


J 


Judicial review, of order of Board of Governors in 
respect to bank holding companies 


L 


Liberty bonds, proceeds of sales: 

Federal home-loan banks, 
ob ligations es 5 Bs ee a Ne A 2 

Federal Savings and Loan ‘Insurance C orpora- 
tion use for loan to___-_-.- 

Licensing of national bank by St ites, prohibited _ 
Livestock, discount by Federal Rese rve bank of 

notes, etc., based on_____- 
Loans: 

Federal Deposit Insurance Corporation. (See¢ 
under Federal Deposit Insurance Corpora- 
tion, ) 

Federal home-loan banks. 
“aon -loan banks.) 

Federal Reserve banks. (See 
Reserve banks.) 

Federal savings and loan associations. (See 
under Federal savings and loan associations.) 

False advertising, misuse of names to indicate 
Federal agency d 

nterest. (See Interest.) 

National banks. (See alia 


use for ee of 


(See under Federal 


under Federal 


National banks.) 
M 


Merger or consolidation: 
Federal savings and loan association in default, 
merger _ _- 

National banks: 

Consolidation of 

C Onso! lidation with State bank - 

ferger into_______- 

Me srger of national bank into State bank. 

State banks, consolidation with national bank 


(N) 
National banks: 
Accounts and accounting: 
Foreign branches 
| a 
Separate account of trust funds 
Actions, venue- - -- PERt ete. ates 
Affiliates, reports to ( ‘omptroller___- 
Articles of association 
Amendment of- 


| 


| 


164 
185 


119 | 


203 | 
32 


~ 


146 


195 


a) 


oro Or Gt 
OonNwsTs] 


126 
63 
26 
73 
46 

9 
43 


ACT 


Section 


60 


11 (i) 


403 (i) 
51 


11 


803 (d) 


408 (b) 


on Cn 9 
Orn sT or 


no 


~ 


44 (e) 
61 (b) 
33 (d) 


CHANGES INCORPORATED IN FINANCIAL INSTITUTIONS acT 139 


Page Section 


National banks—Continued 
Assets, distribution on dissolution____.________| 61 | 60 
Bonds, fiduciary capacity_.............. 2... 25 33 
Q27 | 
Branch offices_____-__--- Flatow terrae --{ a a 
FU Re a ies ek ee 42 | 45 
hii if bh} 15 
Capital _- ~~ == 22 ------------- 1 38 | 39 (d) 
Capital stock: 
Decrease_______-_ igthanipuias soslae ae ned 14 |} 19 
De ARM isc ns - no oi iccnccnciancannsle 13 17 
Disclosure of stockownership_____________| 17 | 23 
ORCI Ei icis ceek: Da vkgak ls Bisa See 13 18 
Preferred stock__-__- a oo Oe af 14 | 20 
PUNTO ee 5 Sic on shits Th tacts ei eae ae 12 | 16 
Certificate of authority to commence business_- 10 | 14 
PR DCHTID INE sien oc oe cee ven oo TSO 11 | 14 (ce) 
Certificate of organization_____-_-_- s 10 13 
Change of name or location ___---_- ..| 39 | 40 
Charitable organizations, contributions to_____- 22 | 31 (a) (8) 
Chief National Bank Examiner- ; ; 8 | 6 
Commencement of business_ _-_-_ i 10 | 14 
Conservators______- ; : ict < S cacee 65 | 64 
Consolicatiani f=. 6 otek cen seeded peree 47 | 53 
With State banks__- x ; 57 57 
Of State bank into national bank. se 50 | 54 
Conversion, merger, or consolidation into State 
banks 57 57 
Conversion of State banks into national banks 56 56 
Corporate powers 22 31 
Dealing in securities_ __. ical : 23 | 32 
Dealing with own stock__- ti s 39 | 41 
Definitions_. ane ws seiedledl Z 2 
As depositories of publie funds_ - 40 | 42 
Directors: | 
Election _ - ma I 18 26 
Liability of _ _- 21 30 
Number ir E 18 25 
Oaths SF thane : , 20 | 28 
Qualifications _ —_ - 19 27 
Removal of __ aa 20 | 29 
Dissolution: | 
Appointment of receiver_.........._.__-_- 60 | 59 
Distribution of assets. oe oss Sec ee 61 60 
Purchase of bank property at execution | 
sale ah ‘ ; . aay 64 | 63 
Resumption of business- ate tacaja a eS 64 | 62 
Voluntary. o.<< 20 -t6isu = in wu 59 58 
Winding up business of bank___________~ 61 | 61 
Cuvee... Sib og 2 sc on eat 2ee et 5 15 | 21 
Emergency, powers of President of United 
States Beth isn'ta ines ss ev eras ak ards ws ed I A 70 | 65 
DIE REIODNE oid dist ee aitd bec hhecieeens, 43 48 
Confidentiality of reports............. _- 45 | 50 
BR ( 
Expenses of______~_- 15.3 233 5 eeesse { cm - xf 
By State, prohibited _- wieatam — 45 51 
Execution sale, purchase of property. _._____-- 64 63 
False advertising, misuse of name to indicate 
national banking association, crime_________- 248 | 803 (d) 
‘Federal Reserve System, membership in___--_- 91 | 21 
i TRINCIGL GEOR i ask wie Sern te bd Sind as a 40 42 


Foreign branches_ ___- j 125 44 
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l 
| Page Section 
! 


National banks—Continued 
Franchise, termination on conversion, merger, | 
or consolidation with State bank__.________- 58 57 (b) 
Holding company affiliates: 


Reports to Comptroller___._.......------ 46 | 52 (b 
wercemrpemettes.. 2) bo sesh wenn 107 | 33 
Holding of fediiestate: U2 ue oo ok. se 37 38 
PANO NG. hs oS Coo co eeuues 36 37 
me Tneerenee enent iu. So oe eeu 42 45 
Daterest, metimuam rate... 52.0666... ..022- 32 35 
Investment in bank premises_..........._---- 40 | 43 
Lawful reserves in Territories and Possessions | 
OE AOC BRNOB Soo cic eitrrtiwaadamndmwwe 72 | 68 
Liability— 
Cenreneee..., CL lesa se. Le ces ce] 21 30 
Of shareliiders. .. ust ule atte ce 17 24 
Licensing by State, prohibited___........__--- 45 51 
Loans: 
To Corporation holding bank premises - - -_| 40 | 43 
Maximum loan limitations__.....__.____- 28 34 
menbeusiee 10006. 4. Soe. HS Se oeewina 33 36 
On security of own stock._.............<- 39 4] 
penises GUNN Of. ood. ses bhUS iar etk- se 39 40 
Membership in Federal Reserve System_-__-_--- 91 21 
es abate S. Us hd Me carn ae aw naidee | 53 | 55 
Iste State banks. cc. . 6. sed ss eel be 57 a7 
aie, Chee ol... 2d wolie lowe 39 40 
ReNOEE, TUMMIWEE ON uc o di ccdovecccumaduummadee 20 | 29 
Q7 2¢ 
RN I i asséch alka mien resitteneen ataiepnianoensaen tes { aa | r 
NIN I 00D cic ass i i sce cichnn Smee | Ok of sale... 
Organisation Sértificate: . 0.2.2... 5ui-.. 10 | 13 
Powers and datées (ch. 6)...................- Se Jains. : 
Peetered steet. Veo). 6 cece enc. ote 14 | 20 
President of United States, ratification of cer- | 
tain actions concerning______.____________-__| 70 | 66 
Property, purchase by receiver at execution sale_| 64 63 
menr Guintes Mein Ol. oe ek oe Seas 37 38 
Sn I NI 855 is cbc er sd do Dl rab 33 36 
Receiver: 
Appointment on dissolution of_......__--- 60 | 59 
Purchase of bank property at execution | 
WIGS) SEE os, aeictsede was cudaecndncRus 64 | 63 
UOUOTUE S.-M on cece ect catenn 46 | 52 
Confidentiality of examination reports-_-_- -- 45 50 
Reserves required: 
Certain exemption repealed___.._..__- ~~ 250 | 804 
In Territories and possessions of United 
DONG oo cndecasessccnsendtau iia 72 | 68 
Restrictions on engaging in banking business_- --_| 40 44 
Resumption of business after closing......__-- 64 6: 
Sale of bank property under execution___--___-_- 64 63 
Boeurtties, Gaeene Mod ee Code bbe eeSes ck. 23 | 32 
OD WOE oe ot kink comaininmela uma eee 12 16 
eo |) 17 24 
Peawenennere tb... 6 Ji cos ce cceloce lees 16 | 22 
State bank: 
Consolidation into national bank______-_-~- | 50 | 54 
Conversion, merger, consolidation with- - --| 57 | 57 
Conversion into national bank_._.________| 56 56 
State examination prohibited__.._._.....___--- 45 | 51 


State taxation of_ 7 7 
Stock, capital. (See this heading—capital 
stock.) 
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Page 
National banks—Continued 
BOK, Geamne Witt OWN. ...-.. << cccuce necks 39 
Taxation by Dbates..... .issadived 1 sabeuuds- 70 
Territorial application of act.._.........___- 73 
poy SR eer reer nen 25 
Venue of civil actotie. «....02..5.20c5;00l deeds 73 
Voluntary disspiution... ..............2uied Jas 59 
Winding up business of__....-........------- 61 
O 
Oaths and affirmations: 
Bank examiners, power to administer - - - -___-_- 44 
Board of Governors of Federal Reserve System, 
UE CE 5 ho ns ois end semen 113 
Bureau of Federal Credit Unions, , authority of 
officers or employ ees to administer oaths_- __- 239 
C omptroller of Currency, oath of office________ 8 
Deputy Comptroller of Cc urrency, oath of office - 8 
Director of National Banks, oath of office. ____- 20 
Federal Deposit Insurance Corporation, exam- 
iners of insured banks, power to administer 
oaths___. Bat canals. ree a = 154 
Federal Deposit “Insurance C orporation, hear- 
ings, power of Board of Directors to adminis- 
ter oaths _ -- eee aS 155 
Federal Reserve Board, investigation of corpo- 
rations of which national bank is stockholder, 
power to administer oaths____.__._______-_- 126 
Home Loan Bank Board, power to administer_- 205 
National banks: 
Acting in fiduciary capacity, officer to take 
required State oath... .............. 27 
Reports from affiliates, verified by oath or 
affirmation. ..< ...2ucleuu enews’ cia 46 
Obligations. (See under specific headings.) 
Officers and employees. (See under specific head- 
ings.) 
Open Market Coitmnittes. -.......scsausouusviizs 119 
Open-market operations. (See Federal Reserve 
banks—Open market operations.) 
Organization. (See under specific headings.) 
P 
Political contributions, by insured institutions__-_-- -- 249 
250 
Preferred stock. (See under National banks.) 
Premiums on insurance by Federal Savings and 
Loan Insurance Corporation. .............------ 221 
President of the United States: 
Bank Conservation Act, ratification of acts 
UNO; Lawdivunnwewasenvent cad dd eu 70 
Confirmation of proclamations and actions pre- | 
viously or ‘‘hereafter’” taken, hoarding gold 
bullion or o0In........c<dtgeclL acieeod. ick 70 
Emergency powers over national banking and | 
Federal Reserve System mc aeNecatiogiets = 70 | 
Gold or silver, export, hoarding, ‘etc., ratifica- | 
tion of previous actions regarding___._.___-_- 70 
Proclamations, confirmation of President’s procla- | 
mations, hoarding gold bullion or coin_____- Lu} 70 | 


Public funds. (See Depositories for public funds. ) 





Section 


41 
67 
70 
33 
69 
58 
61 


48 (b) 
38 (b) 


21 (g) 
4 (b) 
5 


28 


11 (a) 


44 (d) 
5 (d) (1) 


33 (g) 


52 (b) 


40 


803 (i) (3), 
803 (j) 


405 
66 (b) 


66 (a) 
65 
66 (a) 


66 (a) 
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R 


Ratification of certain acts. (See under President of 
the United States.) 
Real property: 
Holding by national banks_.______- 
teal-estate loans, national banks 
Receiver. (See under specific headings.) 
Repealing provisions 
Reports. (See under specific headings.) 
Reserve agents, Federal Reserve banks 
Reserve cities: 
Federal Reserve districts 
National banks 
Reserves. (See under National banks.) 


S 


Savings and loan associations. (See Federal savings 
and loan associations. 

Savings or trust business, false advertising or mis- 
use of names to indicate Federal agency 

Second Liberty Bond Act: Federal Home Loan 
banks, purchased by Secretary of the Treasury of 


obligations with proceeds of securities issued under- 


Secretary of Treasury: 
Bank Conservation Act, ratification of actions 
under_-_. ; 
Circulating notes of national banking associa- 
tions, duties and functions eoncerning 
Depositories, designation of See Deposi- 
tories of public funds.) 
Federal home-loan banks: 
Purchase of obligations 
Stock, debentures, and bonds, preparation 
of forms 
Federal Reserve banks, reservation of power 
regarding 
Gold, may direct delivery in emergency 
Gold, powers unaffected i 
Gold coins, bullion, certificates, confirmation of 
regulations pertaining t 
National bank, proceeds of receivership payable 
to Secretary 
Securities: 
Banking business by organization issuing, un- 
derwriting, etc., prohibited; provisos 
Federal Reserve banks, affiliation with organi- 
zation issuing, selling, ete 
Foreign banking corporations, powers respecting 
Investment securities 
Loans to dealers in securities by member bank 
to whom Federal Reserve bank has made an 
advance 
National banks, dealing in 
Settlement fund. (See Federal Reserve banks 
Settlement fund.) 
State banks: 
Consolidation into national bank 
Conversion into national banks 
Federal Reserve member: 
Affiliated with holding-company affiliate 
As depositories 
Examination of affiliates 
Membership in Reserve System 
+ Reports from affiliates 
Merger into national bank 


37 


33 
241 
90 


73 
116 


248 


195 


70 


250 


ACT 


Section 

38 

36 

801 

19 

39 (« 

803 (d 

ll G 

66 (b 
805 (a 


"9 

63 

64 
805 (d 
66 (a 
59 (b 
14 (a 
en 

35 

47 (a 
26 

13 (a 
32 

54 

Hh 

34 

23 (j 
37 

99 

36 

55 
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Page | Section 
a — = — | _ | a —— 
States: 
Bonds 

National banks, purchase by- oq 24 | 32 (a) 
Purchase and sale by “Fede ral Reserve | 

OORESs5. ox Ei aceite shee Oa 85 | 14 (b) (2) 
Examination or See: of national banks | 

prohibited - jit oe ae « se RG eee 45 51 


Federal sav ings and loan association: 
Branches in States which permit branching 
privileges to such State associations_____| 211 6 (c) 
Conversion into State savings and loan 
type institution, conditions weal 209 5 (i) 
Reservation of rights respecting banks, ete____. 145 58 
Taxation | 
Exemption of: 


Federal credit union 5 eet 240 23 
Federal home-loan bank bonds, ete___| 197 13 
Federal ss avings and loan associations 209 | 5 (g) 

Federal Savings and Loan Insurance | 
Corporation bonds, ete__.._..._.-_- 217 | 403 (e) 
Foreign banking corporations. __.___- 133 18 
National banks__- Se ae ee 70 67 

- 
Taxation: 

Exemption of: 
Pedera: crndit uhions...2)s.. 22. Se 240 23 
Federal home-loan bank bonds, Oe go 197 13 
Federal Reserve banks; exception________- 77 7 (d) 
Federal savings and loan associations______| 208 5 (g) 

Federal Savings and Loan Insurance Cor- 

poration bonds, ete... 220. oo cance) 217 403 (e) 
Federal savings and loan associations__________ 208 5 (g) 
Foreign banking corporations, by States__..._- 133 48 
National banks, by States. ..:...............! 70 67 


Territories and possessions, applicability of certain | 
acts. (See under specific headings.) 
Trust companies belonging to Federal Reserve Sys- 





tem, as depositories echminiate aah ore eae 97 23 (j) 
Trust powers of national hee sy 5 loses at 25 33 
0 
Usury by national banks, penalty_-....______- oe 33 35 (b) 
Vv 
Venue of civil actions: 
Federal Reserve banks-_ Ng no ie ed 148 65 
Federal savings and loan assoc riations ™ 205 5 (d) 
Federal Savings and Loan Insurance C orpora- 
tion. 2 215 $103 (c) (4) 
Foreign banking corporations 137 52 
National banks 73 69 
Verification of reports from affiliates of national 
banks - r 46 52 (b 
W 
Waiver, national bank consolidating with State 
bank, weiver of notice 7 57 (a) (1 


War. See Emergency.) 





